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CZECHOSLOVAKIA 


DEPUTY MINISTER CALLS FOR FULLER USE OF SET OF MEASURES 
Prague HOSPODARSKE NOVINY in Czech 27 May 83 p 1 


[Article by Dr Jaroslav Vaverka, CSSR deputy minister of metallurgy and 
heavy engineering: "Opportunities of the Set of Measures Not Exhausted") 


[Text] We have been taking care of the tasks of 1982 in the department 

of metallurgy and heavy engineering while being aware that at the same time 
it is necessary to create conditions for implementing those plans which 
correspond to the following years of the Seventh 5-Year Plan, and that it 

is our duty to accelerate the dynamics of our national economy by fulfilling 
and overfulfilling these plans. 


Even though it was necessary to keep overcoming operationally problems 
brough > about by both external conditions--when room for export, particularly 
for export of machinery and installations, has been narrowed down, because 
the volume of investments in both capitalist and socialist countries is 
being restricted--as well as by internal factors, particularly by limited 
availability of sources of energy, ome can conclude that the organizations 
of this department were equal to the tasks of last year. Even though the 
production rates were lower due to the planned decrease of metallurgical 
production, the planned effectiveness of the production process was 
generally secured. The tasks of 1982 were exceeded in many indices. 
Generally speaking, one can describe as the main favorable feature the 

fact that successful efforts have been made to achieve a rore balanced 
implementation of production tasks and deliveries, that the planned 

material inputs were maintained, and that in comparison with 1981 production 
efficiency has increased, particularly as a result of the growth of labor 
productivity and more economical handling of raw materials, materials, 

and energies. 


However, the described favorable results are still not enough to talk about 
satisfactory implementation of the overall goals of the society, because 
the conditions of competition on the world scale keep getting harder. 
Although improvements have been made, we have a great deal to catch up in 
terms of efficiency of our economy, both in utilization of inputs of raw 
materials and energies, basic production funds, as well as in reduction of 
costs, increase of labor productivity per capita population, and mainly in 














terms of our ability to export to those markets where our products (and 
their effectiveness) are commensurate with the competition. That is why it 
was determined during discussions of the departmental analysis of the plan 
fulfillment for last year that we have to concentrate particularly on better 
economic management of the principal and key enterprises in all VHJ 
{economic production units] of the department, that we must intensify the 
technical, technological]. and organizational development of the VHJ and 
enterprises subordinated to them, and to proceed with such investment 
development as would keep creating conditions for further increase of 
advantageous foreign exchange, continuous increase of labor productivity, 
adjusted own outputs, improved profitability of production field and of 
the effectiveness of fixed assets. 


One of the factors which had a favorable effect on the fulfillment of 

the planned tasks in 1982 was the Set of Measures. During the second year 
of its application, the function of the plan as the basic instrument of 
management was consolidated further. Its allocation observed the 
prescribed limits, and the stability of the plan was increased, particularly 
by the fact that the purpose of its changes--which incidentally took place 
only on a limited scale in accordance with CSSR Government Resolution 

No 180/1982, or assignments made by the State Planning Commission--was to 
improve the process of satisfying the needs of the entire society and to 
increase the effectiveness of the economy. It was not merely a question 
of adjusting the plan to reality. 


Experience gained with counterplanning was evaluated at a departmental 
seminar in 1982, and steps were discussed which led to an increase of its 
effectiveness in the preparation of the plan for 1983. The results of the 
proposals derived from counterplans which were adopted by the ministry and 
projected in the corresponding indices of the approved executory plan of 
the VHJs for this year are reflected particularly in adjusted own outputs 
properly related to wages and to the growth of labor productivity, and also 
in the planned profit with the corresponding application of the given norm 
to the computation of the funds allocated to the development fund. 


In terms of adjusted own outputs, the adopted counterplan represents--in 
comparison with the allocation of the directive--an increase of Kcs 378.6 
million, that is, an increase of almost 0.8 percent. With regard to 
profit, the increase amounted to Kes 94.9 million in comparison with the 
allocated directive, which means the same increase of the assigned task 
of 0.8 percent. 


As to individual VHJs, the largest share of acceptance of higher goals went 
to the VJs of Chepos (1.32 percent increase of adjusted own outputs, 2.34 
percent increase of profit), Hutnictvi Zeleza (Iron Metallurgy) (1.21 
percent increase of adjusted own outputs, 1.15 percent increase of profit), 
and Kovohute (1.97 percent increase of adjusted own outputs, 0.86 percent 
of profit). Of the 96 production organizations of the department, counter- 


planning for 1983 was used by two-thirds of them, that is, by 63 enterprises. 














Although the adopted overall results of counterplanning can be evaluated 
positively as a trend, ome cannot overlook the fact that these were 
concentrated prodominantly in the area where material stimuli are most 
effective, that is, in the area of adjusted own outputs. If that is so, 
then it will be necessary to seek ways to orienting the tested effects on 
this stimulus on other qualitative indices, for example, om the process 

of increasing the profitability of production f.nds or export assignments, 
where for the time being there has been no significant increase. The 
situation is also similar with regard to the growth of productivity through 
decreasing the number of workers. 


Active ertects of the financial plan on the level of material plans also 
continued to increase last year. The increase of effectiveness was more 
intensive in those VHJs where the corresponding parts of the plans were 
interrelated right during the preparatory stage of the plan proposals, 

as compared to those areas where it was necessary to deal with disproportions 
only in the course of the next planning process or only during the implemen- 
tation of the plan (such as for example in the Metallurgy of Iron VHJ). 


Therefore, it is absolutely necessary to make sure that the interrelation- 
ship between the financial plan and the material parts of the plan, material 
and energy inputs, as well as delivery assignments be taken care of at the 
level of the central organs as well as VHJs right at the intermediate stage 
of planning. During the second year of implementation of the Set of 
Measures, the effectiveness of the plan increased further in a number of 
VHJs in terms of utilization of material, energy and manpower resources, 
particularly in those areas where the goals of the financial plan were 
projected consistently in the system of norms. However, on the other 

hand, there continue to exist VHJs (for example, the Ceskoslovenske 
vzduchotechnicke zavody--Czechoslovak Technical Hermetic Sealing Works), in 
which efforts have failed so far to bring key assignments of the financial 
plan in their modified form all the way to individual internal units of the 
enterprises. The result was that no degree of relationship between the 
enterprise khozraschet and that of the internal units was achieved, as it 
was done basically on the whole in the relationships between the 
khozraschet of the VHJs and of the enterprises. 


The system of economic instruments established by the Set of Measures 
proved to be effective. However, in some areas it was also necessary to 
intervene directly in order to obtain positive results. For example, to 
reduce the volume of unfinished construction work, to bring about the 
desirable development of reserves, and so on. 


Rationalization of the consumption of metals in the implementation of the 
state target program last year also had a stimulative effect on economic 
instruments, which was felt simultaneously with the effects of the broadly 
oriented direct management. The annual task of saving 208,610 tons of 
ferrous metals was exceeded by 26.9 percent. Planned savings of nonferrous 
metals in the amount of 3,644 tons was exceeded by 48.6 percent. The task 
of saving fuels and energy in the amount of 15,500 TJ [terajoules] was 
exceeded by 9 percent. This saving represents 2.76 percent of the consump- 
tion in 193i. According to the directives of the 16th Congress of the 














C?CZ, a minimum saving of 2 percent is to be achieved ir the course of the 
Seventh 5-Year Plan. In addition, the Tenth All-Union Congress of ROH 
[Revolutionary Trace Union Movement] outlined the task of reaching an 
additional 0.5 percent savings through increased initiative of the working 
pecplie. These goals were reached in 1982. 


The effects of the Set of Measures as a whole were intensified further in 
1982, mainly because ite key elements were applied more effectively. An 
unquestionable asset is the fact that greater progress was made in terms 

of decreasing the material and energy requirements and that the prescribed 
tasks were being implemented better than specified in the plan. The 
quality of the products increased, and further conditions were created for 
more effective quality control. Regulation of the development of wages 
-ecame more intensive, and a series of measures were carried out within the 
framework of the program designed to increase the effectiveness of the 

wage systems. A favorable factor is the fact that the volume of unfinished 
investment construction work was decreased. In the production of accessories, 
spare parts, and so on, conditions were also created to reduce the tight 
situation between requirements and the resources. One of the positive 
effects should also be seen in the fact that the effectiveness of management 
within enterprises was intensified. Progressive forms of khozraschet 
within enterprisew began to be used, participation of workers in 

Management increased, and management regimes became more intensive. 


However, it appears at the same time that efforts failed to relate the 
financial plan to other parts of the plan in all stages of the planning 
operations, and also to eliminate key problems in the relations between 
suppliers and buyers. Nor were effective steps taken in the systen, 

as recommended by the Federal Ministry of Metallurgy and Heavy Engineering, 
to evaluate the effectiveness of the Set of Measures in 1981, in terms of 
completing the system of sanctions, increasing the effectiveness of the 
development fund, increasing the interest in getting foreign exchange, 
improving the work of the SBCs [Czechoslovak State Bank], and reducing 
administrative requirements of the management process. 


In addition to these measures, it would be albo useful to improve the 
interrelationship of the plans right at the level of the state plan, and 

to achieve a higher degree of stability by using reserves, to evaluate 

the concept of the reserve fund for the purpose of increasing its effect ive- 
ness, and finally to switch from two-component war. control to a single- 
component syste#a. It will be also necessary to carry out other recommenda- 
tions, which have been included in a departmental evaluation of the 
effectiveness of the Set of Measures for 1982, recommendations which the 
ministry is not able to take care of within the area of its own jurisdiction. 
In our department, measures will naturally, be taken, to increase 
efficiency, as it ensues from an analysis of the plan fulfillment for 

1982 and from the key tasks of providing for the plan for 1983. 








The principles of the Set of Measures tend unquestionably to intensify 
the development of the economical aspects of the national economy. Also, 
experiments which have been decided upon for 1983 on the basis of CSSR 
Government Resolution No 1/1983, seek to improve further the system of 
planned management. However, it app-ars that we will have to continue in 
certain cases to stimulate the implementation of the plans not only by 
using economic instruments, but also by tuking specific direct actions in 
managzenet, for exmaple in the area of investments, reserves, balance 
accounting of resources and sequiramets, and so on, and that it will 

be useful to evaluate the opportunities and the results of the effects 

of the regulations contained in the Set of Measures always in a differentiated 
way, depending on the actual material conditions. This should lead not 
only to conclusions about the accuracy of the overall orientation of the 
Set of Measures, but also about the concept of its further development. 


5668 
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CZECHOSLOVAKIA 


BETTER MANAGEMENT THROUGH INTENSIFICATION 
Prague NOVA MYSL in Slovak No «, 1983 pp 34-44 


{Article by Rudolf Kre: “Intensification of the Economy and Starting Points 
for Improving the Economic Mechanism] 


[Text] Orientation toward intensification of the economy has become the basic 
premise for economic and social development of Czechoslovakia at the present 
stage. This is pointed out both in the materials of the 16th CPCZ Congress and 
in the Set of Measures. Implementation of the Set of Measures for improving 
the system of planned management and its continued develupment strives to 
attain “clear-cut intensification, the improved efficiency and export 
capability of the Czechoslovak economy.” Together with improved quality of all 
labor, th effective structural changes, primarily on the basis of accelerated 
and maximum utilization of research and development [R4D]) and increased 
participation of the CSSR in the international division of labor, they also 
form the prerequisite for meeting the goals of the Seventh 5-Year Plan. 


Such 4 combination of tasks poses the problem of intensification of the econony 
per se and its subsequent interlinkage with improving the economic mechanism 
that must provide for optimum effectiveness in meeting strategic and tactical 
goals in the area of economic and social development. 


Delineation of intensification of the economy based on the productive force of 
labor, as defined by K. Marx, means that intensification of the economy cannot 
be tied only to the mass of labor value added or only to the mass of labor 
value added and labor contents of products. In analyzing value K. Marx wrote: 
“The extent of the value of a product would remain constant if the working time 
needed for producing it were constant. However, i* changes with each change in 
the productive force of labor. The productive force of labor is determined by 
various circumstances, among them by the average level of workers’ skill, the 
level of scientific development and its technological application, social 
combination of the production process, extent and effectiveness of the means of 
production as well as natural conditions.” 


In addition, labor productivity which is the result of the productive force of 
labor from the societal viewpoint “also increases through saving. That 
includes not only savings in the means of production, but also elimination of 
all useless iabor.” 








From the viewpoint of intensification of the economy as a process for 
increasing the productive force of labor, of particular importance today are 
primarily those processes already called by K. Marx as the natural forces of 
social labor. In his analysis of capital .. pointed out: “Productive forces 
spx<inging from cooperation and division of labor cost capital nothing. They 
are natural forces of social labor.” Intensification, improvement must, 
therefore, concentrate primarily on existing forms of cooperation and division 
of labor, not only at the level of basic production units--enterprises, plants, 
production departments, lines, workteams--but also at the level of the entire 
national economy and today even at the level of the entire socialist 
integration grouping. And that can be done without increasing the mass of 
labor value added and labor contents of products. 


Even though development of science and its technological application is the 
most effective path of intensification, this is among the more demanding 
approaches or components of intensification of the economy, but they still 
contain processes and phases, which act “at no cost,” as natural forces. This 
involves specifically the phase where there is formation of the orientation of 
scientific research and of technological policy. For tis phase, thus, “the 
greater the extent of productive capacity of a machine ar a tool, the greater 
is the extent of its cost-free service in comparison wit.. cost-free service of 
the tool. In large-scale industry, man learns to leave the product of his past 
labor to wield its mass effects as a natural force.” This means in specific 
terms that intensification as a process of improving the efficiency of the 
productive force of labor also materializes in orientation of R&D policy, in 
formulation of scientific research plans in research institutes, individual 
production enterprises, etc. It calls for orientation toward creating 
technology, innovation, the use of which is not limited to a single product, to 
a single production process, but which affect an entire series of products, 
production processes, branches, namely, those which expand the productive 
efficiency of innovation. This includes at the present, e.g., 
microelectronics, robotization, biologization, etc. This aspect also plays a 
part in deciding the orientation of investment policy, particularly in a period 
of limited resources. 


Intensification as a process for increasing the productive force of labor by 
means of R&D progress, realized through modernization or increased investments, 
is linked to “progressiveness,” the order sequence of intensification 
processes, because “as labor productivity increases at points of origin of 
capital assets--and it is constantly developing with the continuous flow of 
science and technology--then the place of old machinery, instrumentation, etc., 
is taken over by more efficient and, in view of their efficiency, cheaper means 
of labor.” Orientation of investment activities in connection with the 
orientation of scientific research and technological progress in branches 
producing the means of production is then of importance not only to that branch 
and the period directly concerned, but also in subsequent followup branches, 
productions and periods, because “each introduction of improved methods, etc., 
affects almost simultaneously both supplementary and functioning capital. 

Every acvance in chemistry multiplies not only the number of useful substances 
and the methods for utilization of substances already known and, thus, with the 











growth of capital, it also expands the sphere for its expenditure.” It already 
follows in a differentiated manner specifically the orientation of 
intensification, be it in lower forms less demanding on resources or in nore 
demanding forms, and give preference specifically to those orientations of 
research or modernization and development of those productions which expand the 
sphere of production. 


It is true that better orientation of scientific research and, consequently, of 
investments also has an additional aspect, an additional effect, as “it at the 
sume time teaches how to inject into the circulation of the process of economic 
renewal excrements of the production and consumption process, generating thus a 
new substance for capital without its previous expenditure. Science and 
technology, the same as expanded utilization of natural riches thanks to a mere 
increase in man ower exertion, create the capabiity of functioning capital to 
expand independently of its given size. They affect at the same time that part 
of the original capital which entered the stage of its renewal. Capital, in 

ts current form, is taking credit for social progress which was achieved on 
the backs of the older forn.” 


This conclusion of Marx applies not only to the capitalist form of production, 
but also to the socialist form of production. Just as today we put particular 
emphasis on social priorities, preferences, then among the preferences backed 
up by the economic mechanism belong also technologies producing no waste, or 
technologies and techniques which promote utilization of secondary raw 
materials. 


Another process that comes within the scope of intensification is utilization 
of the extent of production, because “whether products are cheap that depends, 
all things being equal, on productivity of labor and the latter depends again 
on the extent of production.” However, this again does not involve a simple 
vroblem of mere expansion of production or increases in the series produced in 
all enterprises, VHJ [economic production units]. Here there is also need for 
a differentiated approach, because in many productions the problem of optimum 
size of production (not only technical. but also economic) is not always 
directly, immediately tied to expanding the extent of production. Often even a 
small scale of production provides for increases in labor productivity which 
are often more effective than large ones. Increases in the extent of 
production call, as a rule, for additional input of labor value added and labor 
contents in products, just as in some productions it applies that “it is 
sufficient to just make a small change in the quantitative grouping of the 
integrating parts of social capital.” 


Another significant element of the intensificaion process is the problen of 
svaings. Intensification does not mean only savings achieved through R&D 
progress demanding on resources, but also savings in already functioning labor 
value added and labor contents of products achieved without new investments, 
primarily by elimination of all idle labor. It specifically means that 
improved organization of the production process must also be used to Limit and 
eliminate production for stockpiling, “idle inventory,” production which is 
4ifficult to market, unneeded supplies, rejects in production, but also 
“stockpiles” of uninstalled machinery, superfluous imports, etc. Also of no 














less importance is reduction and elimination of superfluous functions and 
posts, changes in unwieldy organization, etc. In commenting on the superfluous 
nature of some posts and functions K. Marx said that “they now appear 
indispensable, but of themselves they are superfluous.” It is just this 
seeming indispensable appearance that masks their factual uselessness. 


From the viewpoint of demands of intensificaion on resources, application of 
the principle of equal distribution of labor among all membes of the society is 
also of great importance, because “from this viewpoint the absolute limit of 
worktime reduction is universal distribution of labor.” However, correct 
application of the principle of equal and universal distribution of labor also 
calls for distribution of labor according to the relevant qualification and 
capability of workers. Thus from this aspect, it involves intensification in 
the area of manpower distribution, which can materialize without increasing the 
mass of functional labor. That means in a situation identical to the current 
limitations on manpower, or a situation where no sizable increments are 
expected. 


However, not even the specified processes fully exhaust the concept of 
intensification, because it includes only internal processes and conditions of 
the economic renewal process given by the productivity of the used social 
labor. Herein also belongs intensification in the area of external economic 
relations, first of all an improved, more accomplished foreign-trade policy 
“because the law of value in its international application becomes even more 
modified by the fact that more productive national labor is also considered to 
be more intensive on the world's labor market, as long as competition does not 
force the more productive nation to lower the price of its product and its 
value.” In other words, processes that make it possible to sell the national 
product at foreign markets better, more speedily and with a time lead must be 
considered to be a part of intensification. On the other hand, a failure to 
gain these advantages cannot always be considered to be just a result of poorer 
utilization of labor value added and labor content of the national product. I 
am thinking of the often-used argumentation that lower per-kilogram prices of 
some Czechoslovak products achieved on some markets are an indicator of the 
technical level of our products. Only thorough analyses can show what role is 
played in this by various discriminatory duty tariffs which lower the prices of 
Czechoslovak products in particular (and, thus, are not an indicator of 
technical level), and what role is played by shortcomings in the work of 
foreign-trade organizations. 


Without claim to completeness, just the mentioned intensification processes 
that call for no investments or are less demanding on resources induce the idea 
of the differentiation of the economic mechanism which is given by the essence 
of intensification itself, if it is to play an active role in orientation 
toward intensification. 


The strategy and tactics of intensification, especially its position in the 
strategy and tactics of economic development as a whole, is important to the 
orientation of the economic mechanism toward intensification. Our takeoff 
point if the premise that the strategy of intensification of the entire 
economic renewal process is inseparably connected with and subordinated to the 

















strategy for implementation of R&D progress. The latter, in turn, must be a 
direct, decisive part of the strategy for economic and social development of 
the entire socialist society. 


The highest strategic objective of the socioeconomic development of socialist 
society is maximum satisfaction of the constantly increasing material and 
cultural needs of members and of society leading toward an all-round 
development of man. Society is approaching this strategic goal gradually by 
its economic activities, in a constantly increasing extent. However, this 
objective is dynamic in nature. It then follows that with the development of 
society it is constantly modified and pushed even higher, a fact that must be 
matched by a flexible strategy for attaining the main objective as it keeps 
changing and becomes more precisely defined, both in relation to the degree and 
form of attainment of the objective and in relation to the changes in 
endogenous and exogenous factors as well as those of the instruments which 
economic policy has at its disposal at the relevant stages of its development. 


All changes in strategies and tactics are mutually interconnected, they do not 
act in isolation, but in close interaction they lead through changes in 
tactical objectives to modification of the individual components for attainment 
of the key strategic objective. The key strategic objective, given by the 
basic economic law of socialism, undergoes no changes in its essence, but there 
occur changes in its implementation and degree of attainment in the forecast 
period. 


To outline the strategy and tactics of intensification, consideration must be 
given not only to the important fact that intensification is a factor of 
implementation of the strategic objective, that it is subordinated to that 
objective, but also to delineation of the correct relation between the starting 
point and the objective of economic development in a certain period. In this 
context, of particular importance is the stage of transition from one state to 
the other, because here the decisive--even though not exclusive--position 
accrues to intensification on the basis of scientific-technological 
development. This includes diversification of technology or, on a wider scale, 
of intensification factors already known worldwide, as well as creation of new 
revolutionary and evolutionary accomplishments of scientific-technological 
progress. Utilization of what is already known worldwide is usually connected 
with lower preproduction costs, but with higher foreign-exchange demands, lower 
risk and a shorter time needed for implementation. New discoveries, on the 
other hand, offer higher potential progress, but take longer between origin and 
implementation and often pose a greater risk. The “trategy of intensification 
must weigh the advantages and disadvantages of both of them. The role of the 
economic mechanism is to accelerate transition of the existing and known highly 
advanced and economically favorable technology into the production sphere, 
contribute to improved adaptability of the economy and help to meet the goals 
of long-term economic development. While the first two tasks are of decisive 
importance from the short- and medium-term viewpoint, the third is of greatest 
importance from the longe-term viewpoint. 


One of the key tasks of intensification is to change the structure of the 
national economy so as to enable it to better fulfill its functions in the 
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dynamic process of development in pursuing the strategic objective. Just as in 
the strategy of economic development, in formulation of the strategy for 
intensification there are in essence three possible alternatives. 


In the first alternative, intensification and, primarily, its main component 
based on scientific-technological development changes the initial structures of 
the national economy and provides for a transition to new structures (from 
sectorial down to product-oriented) by revolutionary or evolutionary changes 
(innovations) of the technoeconomical level of selected production processes 
(selective R&D progress, selective innovation). The criterion for selection of 
priorities is in the first place attainment of the highest technical and 
economic levels and attributes and the possibility for attaining or maintaining 
a leading position in the world markets. Innovations in this area of priority 
productions then vary in kind: maintenance and further development of this 
high level, of a leading position, expansion of the production of the products 
concerned, lowering of costs, transfer of technical and technological findings 
from abroad in this area, investments for modernization, etc. Even though in 
specific conditions it can involve a substantially smaller extent of such 
products and productions, it can substantially affect the profile of the entire 
economy. Another criterion for selection of priority productions affecting the 
development of the structure of the national economy is selection of products 
and productions based on the domestic base of raw materials and products, or 
productions that represent maximum valorization of the national product, even 
in cases when it does not specifically involve the most technically advanced 
products. This can apply in the case of productions that do not adequately 
meet the demand of foreign markets (which can also involve many conventional 
products). A selective strategy for intensification (scientific-technological 
progress) must provide for these products and productions priority resources 
and transfer of foreign techniques and technology. 


An unequivocally selective approach is impossible to imagine without systematic 
limitation, down to liquidation of many nonprioity productions. A selective 
approach puts increased demands on the technoeconomic level of the selected 
productions that must generate adequate means needed for balancing (imports) in 
the area of attenuated productions. The economic mechanism must be adapted to 
both of these aspects in its full extent. 


This approach has as a prerequisite a considerably wider development of 
international socialist integration, both in establishing and improving top 
productions, in distribution of production programs, cooperation and 
specialization of the national economy complexes of individual countries, and 
in providing for a flow of products in the priority or limited-production 
groups. Alternatively selected productions which form the profiling component 
of the strategy often call for great concentration of investment means. The 
risk posed by this type of strategy--particularly if it is based primarily on 
R&D or overall development derived from it--is relatively high. Relatively 
high are also the requirements on flexibility and adaptability of the economy, 
its capebility to react to significant changes in the overall worldwide 
economic situation. Risk-sharing, be it within the entire integrational 
grouping or within the given national economy complex, can be divided among the 
individual economic subjects. In addition, this type of strategy must for the 
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same reasons envision the need for relatively high reserves. However, on the 
other hand, it makes it possible to stay abreast of the top world standard in 
selected productions (or products) in the given country, to achieve an 
accelerated rate of growth and improve with relative expediency the 
effectiveness of the entire process of economic renewal and development. 


A second, essentially also extreme, approach of strategy and tactics to 
intensification on the basis of technological progress as well as of the 
strategy and tactics for implementation of structural changes to which 
intensification must ultimately lead (but also the concept of economic 
development of the entire economy), is represented by implementation of a 
nonselective development of productions and of products, which means 
implementing intensification of production in its full extent by both 
investment and noninvestment approaches. In comparison to the first strategic 
approach, it represents a diffusion of means, a transition to the intensive 
type of economic renewal and development in its full scope, but one attainable 
only in a longer period of time. In a series of stages, particularly in the 
first stage, it actually involves a path toward preserving the existing 
structure of the economy, admittedly at a higher level. Its advantage is less 
vulnerablility of the economy and, eventually, lowering of costs. But from the 
long-term strategic viewpoint--particularly in view of the existing problems of 
limitation of resources and the existing problems attendant to the contemporary 
structure of production--it also represents a loss in the rate of technological 
progress in the still leading developmental sectors of production and, in its 
ultimate consequences, a slowdown in the rate of improving the economic 
effectiveness of the economic renewal process. 


Under the current situation in almost all socialist countries, the most 
realistic approach appears to be formulating and giving preference in the area 
of R&D, intensification, structural changes and in development of the economy 
as a whole to a third approach, a combined strategy, a transitional type 
strategy which represents in essence a combination of selective and 
nonselective economic development as well as scientific-technological progress. 
It means, on the one hand, assigning priority to development of those 
productions where the economy attains the highest technoeconomic criteria, as 
well as where it has its own primary or secondary sources and where national 
product achieves maximum valorization and, on the other hand, productions that 
attain only an average level, but which are indispensable for meeting the 
growing productive and nonproductive demands also expanding in regard to 
available selection and where conditions have not been created for their 
replacement by imports. R&D must be concentrated .nto these groups. Other 
productions must gradually be limited and some even liquidated. 


In following this approach, fewer resources are concentrated into the most 
viable productions, less effective productions are liquidated at a slower rate, 
and the time for achieving transition to peak level of other productions 
becomes protracted. At the same time, these also increase the risk that some 
of the resources for scientific-technological progress will be devoted to 
branches which will later turn out to hold little promise. On the other hand, 
however, this strategy better meets the actual initial conditions, follows up 
on initial structures which it modifies, even though at a slower rate. It also 
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represents smaller risks. By means of all-round intensification through a 
noninvestment approach it makes it possible to graudally intensify at a smaller 
scale even productions where cutbacks are contemp.ated and in that way mobilize 
resources for intensification of selected priority productions. In this 
combined strategy, tactics can be better adapted to conditions as they arise 
and still remain oriented toward achieving the key strategic objective and the 
partial goals derived from it. Scientific-technological progress can be more 
easily promoted also by transfer of “cheaper” technology from abroad and 
successful use can be made of potential economic cooperation on a wider scale. 


Improving the economic mechanism from the aspect of intensification is a task 
calling for dealing with it on both the strategic and operational plane. 


At the strategic plane, the key role is played by a comprehensive goal-oriented 
approach. With it, the development of the national economy benefits by 
long-term promotion of the development of selected priority productions, be 
they development of national economy compleres (fuel and energy, agriculture 
and food, the complex of economizing with manpower, the complex of valorization 
of raw materials, etc.) and by planning and control of entire intensification, 
cross-sectional processes (program for modernizing the material and 
technological base, program for development of science and technology oriented 
in accordance with the selected strategy, program for innovation of products, 
program for developing the infrastructure, program of structural reorganization 
and program of social development). These programs gradually become mutually 
intertwined in time and space within the long-term concept for development of 
the national economy. The point is that part of the economic mechanism support 
by its long-term planned nature the implementation of these long-term programs. 
The requirement is that it have maximum stability and fully promote generation 
of resources directly in enterprises. 


At the medium and short-term plane it is of importance that the economic 
mechanism be oriented toward operational acquisition and mobilization of 
individual resources and means in keeping with the given situation along the 
chosen path and implementation of the strategic objective. Moreover, from the 
medium-range viewpoint there is also a need for the economic mechanism to 
stimulate transition to a long-term strategy--gradually creating conditions for 
structural reorganization of the economy. At the short-term plane, the 
operational and tactical plane, the economic mechanism should through expedient 
and flexible changes of individual instruments, primarily through viable 
changes in the individual economic-control criteria--norms and tariffs--help 
accelerate less demanding intensification processes, penalize any infraction 
against economy and failure to use available unused reources so that inadequate 
intensification becomes reflected in making conditions increasingly difficult 
and, conversely, stepped up efforts and successful intensification provide an 
additional stimulus for the enterprise, i.e., that the enterprise have a 
substantial incentive for achieving effective intensification. 


From the essence of intensification and its position in the strategy of 
economic development derives the need for forming groups of instruments of the 
economic mechanism and their differentiation into: instruments used for 
attaining strategic tasks and affecting higher elements of management 
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(sectorial authorities); instruments used to promote adaptability of the 
economy, such as various medium-term stimulative factors adapted to 5-year 
periods with a considerable extent of effects on the median elements of 
management; instruments functioning as accelerators and decelerators of 
development, oriented toward the enterprise sphere and limited to short-term 
validity with a capability to react to the momentary economic situation. 


From the nature of intensification, it also follows that it should not be based 
only on R&D progress, or on technological development and the latter, in turn, 
in innovations of a higher order connected to investments. It is just these 
intensification processes that are of a noninvestment nature that under certain 
economic situations of “shortages” or “strict limitations” become the most 
decisive instruments. In other words, intensification can be implemented in 
stages. 


In the first stage, the first phase of intensification efforts must be 
developed primarily toward comprehensive utilization of existing resources (raw 
materials, fuels, energy, production installations and manpower) without 
investments. An improved, better organized, more specialized, more exacting 
and creative utilization of existing resources and factors in itself can bring 
about considerable savings in worktime and resources, and accelerate the rate 
of economic development. In intensification processes of this type it is 
possible to make use of economic instruments which with their progressive or 
regressive rates and extents can stimulate interest specifically in the 
enterprise sphere. 


In the second stage, it is envisioned that intensification be focused on 
completing the acquisition of production systems and synchronization of 
individual capacities so as to improve the utilization, output capacity, more 
economic and effective management of the used resources, to change the 
technoeconomical attributes of the turned out production and its quality while 
at the same time forming the prerequisites for a long-term technological 
renewal and structural reorganization of the national economy. At this stage 
of intensification, a substantial role should be played--in addition to 
partially variable economic instruments--by instruments generated through 
long-term plans and concepts. 


The third stage of intensification represents technological renewal and 
structural reorganization themselves (modernization and expansion of production 
capacities), reorientation of the productive potential on selected productions. 
It is only this stage, requiring the resources accumulated in the preceding two 
stages of intensification, that is fully tied to scientific-technological 
progress of an investment character. Its results are potentially substantial 
increases in efficiency and systematic structural reorganization. 


A combination of these three stages--degrees of intensification--supported by 
the entire economic mechanism promotes chronological progression (applying 
particularly to individual enterprises and production sectors), as well as the 
fact that the first two stages create the prerequisities for the third stage of 
intensification (at the level of the national economy). However, in the 
overall strategy this calls for identifying productions, production sectors and 
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branches, in which the given type of intensification is to be accomplished. It 
is equally important that individual instruments of the economic mechanisn, 
from plan to khozraschet [cost accounting systems] instruments, be oriented 
toward supporting those goals. 


Division of labor is of equal importance in formulation and implementation of 
the selected strategy. The task of central control authorities is to formulate 
the concept and strategy of long-term economic development and the relevant 
strategy of intensification and strategy of scientific-technological 
development that promote structural changes. Central control authorities 
formulate and implement the overall concept of development, lorz-term 
comprehensive programs, select the most suitable strategy, «.esignate priority 
productions, formulate a uniform scientific-technological policy and 
orientation of the economic mechanism which mobilizes ail intensification 
factors in support of achieving the selected approach to the goal in such a 
manner as to promote balance of the national economy as well as balancing of 
key proportions with the aid of unused resources of the national economy. 
Operational control of intensification processes--even those based on 
investment-oriented technological progress--within the framework of the 
selected strategy should be fully within the jurisdiction and responsibility of 
the enterprise sphere controlled by the economic mechanisn. 
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RESEARCH AND DEVELOPMENT IN CURRENT ECONOMY 
Prague NOVA MYSL in Slovak No 4, 1983 pp 45-55 


[Article by Eduard Sarmir: "“Scientific-technological Progress in Current 
Economic Development” ] 


{Text ] Improvement of technology which constitutes technological progress is a 
process permanently linked up with the development of productive forces, with 
pushing their productive capacities to an increasingly higher qualitative and 
quantitative level. Technique itself is usually seen as a materialized skill 
or some other propensity of people for work, based on empirically or 
scientifically discovered laws of nature. Its carriers are capital assets as 
well as the technology of their productive effects actually functioning in the 
production process. However, technological progress as a process cannot be 
reduced merely to the moment of practical application of a technical novelty. 


Technological progress includes the entire cycle of origination of new 
technology or technical improvements (research and development [R&D] phase), 
its application in production (innovation phase) and its diffusion in the 
economy. The process of technology improvement encompasses in its progress the 
sphere of social consciousness as well as of social existence. However, it 
becomes a real force of economic development in its material form, in the form 
of new or modernized capital assets, technological processes and consumer 
products which also reflect the accomplishments made in the technical sphere. 
In this concept, technical progress prevades the entire process of economic 
renewal, penetrating into its internal structure. It is the motive force of 
its dynamic as a whole 


Technical progress as a process of increasing the rroductive efficiency of 
productive forces depends in its development on the laws of the motion of mass 
(as technical progress itself represents utilization of findings made about 
these laws to the benefit of development of technology and, thus, also of 
production), as well as on societal conditions for development of production, 
but first of all on general and specific economic laws finding application in a 
given socioeconomic formation. Developmental laws of technical progress 
represent in this manner the dialectical unity of natural, technological, 
social and, particularly, economic laws. Of key importance here is the general 
law of the economy of time: the time saving per unit of utilitarian effect of 
a certain activity as opposed to the manner in which it had been performed 
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previously is the key motivating principle in striving to improve such 
activity. Along with it, technical progress also generates new types of 
utilitarian values--carriers of this economy of time, on the one hand, and 
inducing and meeting new needs, on the other hand--acting in the direction of 
their diversification. Economy of time per unit of utilitarian effect and 
diversification of utilitarian values can thus be characterized as the economic 
substance of technical progress. 


However, the tendency toward improving the economy of time per unit of 
utilitarian effect, which is the prime motive fcr technical improvement, does 
not progress in a direct line. It is connected ‘vith the objective effects of 
the entire complex of natural and social laws which affect the course of 
technical progress. Thus, development of technical progress appears as a 
process of permanently recurring contradictions the overcoming of which--again 
on the basis of new technical solutions--pushes the effort for economy of time 
into newer and increasingly more difficult positions. A certain direction of 
technical progress, even though it strives primarily to achieve economy of time 
or improved meeting of needs through certain utilitarian values, can eventually 
also lead to economic losses, eventually even to erecting objective barriers to 
continued economic development. Thus, the overall economic movement at the 
level of the national economy brought about by technical progress is not 
constituted only by processes which objectively lead to ever-increasing time 
savings in production, even though they remain the core of efforts for 
technical improvement which constitutes their source and toward fulfillment of 
which they are constantly oriented. Technical progress must be understood as a 
process of systematic overcoming of contradictions between individual objective 
laws which are reflected in it (contradictions that in many respects were 
caused by technical progress itself) and the result of which must be a 
systematic increment in the economy of time per unit of utilitarian effect. 


Particularly to be pointed out among the basic contradictions should be the 
contradiction between growing needs and limited resources (which means 
overcoming the weak points of the output capacity of the existing 
technology--this contradiction being interpreted as an elementary contradiction 
on which depends the necessity for technical progress), a contradiction tied to 
a reduction in available natural resources (their natural limitation) and the 
increasing demand for them (which technical progress itself deepens, e.g., in 
extraction of fuels and ores), between a certain directioning of technical 
progress and environment, as well as the contradiction between both components 
of the economic substance of technical progress--economy of time and 
diversification of utilitarian values). Other significant contradictions are 
the divergent relation between technical progress and the qualitative readiness 
of manpower. A significant group of contradictions is formed by contradictions 
between technical progress and societal determinants of the development of 
productive forces. 


Ascendancy of the R&D revolution represents a qualitative shift in the course 
and in the economic effects of technical progress. Science is becoming the key 
gnoseological source for improving technology. Technical progress is acquiring 
the character of R&D progress. New incentives for innovations that basically 
change the existing technology are springing up at an accelerate? rate. The 
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frequency rate of innovations becomes accelerat.d. Considerable increments are 
obtained in economy of time per unit of utilitarian effect. There occurs a 
higher order of intensification of the economic renewal process, there occurs 
an unprecedented increase in social productivity of labor. Its increments are 
becoming the main source for the growth of national income. There is an 
accelerated development of new production sectors, the assortment of 
utilitarian values--with which production meets societal demands--is expanding, 
rapid changes occur in the technoeconomical attributes in the life style of 
contemporary man which, of course, have differing social consequences in the 
capitalistic and the socialistic social order. 


Thus, the R&D revolution, as the decisive factor of continued socioeconomic 
development, brings to the fore scientific-technological progress. While 
economic calculation in deciding between increased production of a certain 
product on the basis of a quantitative (extensive) expansion of production 
capacities and on the basis of increased efficiency of existing capacities 
(through modernization) could formerly come out in favor of an extensive 
approach to growth of production, under the conditions of the R&D revolution 
quantity can no longer replace quality. Even under the assumption that 
availability of production resources is adequate, the intensive approach 
unequivocally appears to be economically more favorable, less demanding on 
sources, more effective in view of the ultimate results. Together with 
increases of a higher order in the economy of time, there has occurred a 
considerable acceleration in the diversifying effects of technical progress in 
the area of utilitarian values, a factor which directly affects a growing 
diversification of needs which production, if it is to be effective, must meet, 
as well as affecting the relative length of their service life before becoming 
obsolescent. 


Failure to recognize these trends injected into this economic change by the R&D 
revolution objectively leads to lagging in the technical level of production 
and in potential effective utilization of the national product on the world's 
markets. The slow subsequent progress in this area only deepens this lagging 
and undermines the potential for stzpping up the dynamics of economic 
development of a given country. 


Throughout the period of building of socialism the CPCZ was creating the 
prerequisites for systematic improvements in the technical level and 
effectiveness of our production. There occurred formation of a strong R&D base 
which in regards to its research capacity, in per capita computation, ranks 
among the top in the world. The CPCZ Central Commitee Plenum of 

February 1957, devoted to problems of improving the effectiveness of the 
national economy, underlined the role of technical progress in meeting this 
task. The need for transition to a line of economic development favoring 
scientific-technological progress as a factor of development appeared then 
under the conditions of socialist Czechoslovakia the more urgent, the more the 
growth of the national income was already encountering relative limitations in 
the ability to mobilize material and human resources. While throughout the 
sixties this task was pointed out as being foremost, this line failed to be 
systematically implemented due to the crisis phenomena appearing in our 
society. Only after restoring the leading role of the party in our economy did 
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there occur formation of a strategic line toward improving efficiency and 
accelerating R&D progress in our economy interpreted as an integral part of the 
program for building an advanced socialist society promulgated by the 14th CPCZ 
Congress. On the basis of the assessment of the results achieved in our 
economic development, the limitations of our economic resources as well as the 
new requirements on economic development connected with the R&D revolution the 
14th CPCZ Congress pointed out R&D progress as the only alternative for our 
continued economic development and a condition for success in our competition 
with capitalism. On the basis of these resolutions, the CPCZ Central Committee 
Plenum in 1974 worked out the concept for accelerating R&D progress. 


The seventies were marked by pronounced changes in the world's 
economy--emergence of an extraordinarily severe cyclical crisis of capitalisn, 
unprecedented increases in the price of crude oil and other sources of energy 
and raw materials and the subsequent acceleration of the already strongly 
manifested inflation. A certain role in this price development was played also 
by the increasingly evident limited availability of the relatively cheapest 
traditional crude-oil deposits as a manifestation of the previously mentioned 
contradition between increasing technological efficiency of extraction methods 
and the objective limitation of resources. 


This new situation served only to emphasize the limited capability of our 
production to compete on foreign markets, caused by the technological 
obsolescence of our production and by the high demands of our production on 
energy and raw materials. Calculations show that only about 20 percent of our 
products meet top standards, our production consumes 20 to 40 percent more 
material resources per unit of national income than that of advanced capitalist 
countries, our industrial production also being more demanding on labor by up 
to 50 percent than those countries. Thus, in comparision with technically 
advanced foreign countries, the economic results achieved in our economic 
renewal process are considerably lower, which results in our having to pay for 
imports of an identical volume of substrates by considerably higher exports, 
which could not but have an impact on supplies for the domestic market and the 
overall dynamics of our economy. 


A significant shift also occurred at the opposite end of the economic renewal 
process. The socialist state, following the basic economic law of socialisn, 
provided through a goal-oriented development of the economy for a continuous 
increase in the standard of living of our populace. However, this involves not 
only the quantitative aspect of consumption. In addition to the latter, there 
is considerable diversification, an increasing interest of the populace in the 
so-called “nonessential,” “luxury” and higher quality products and services 
which become a part of the consumption basket of modern man. This creates 
demand for utilitarian values which production and trade must provide for a 
balanced and systematic development of the national economy. 


In this way, the Czechoslovak economy finds itself in the eighties ina 
situation of decreasing energy and material inputs into the economic renewal 
process with a lower comparative effectiveness which limits the possibilities 
for obtaining these sources from abroad, whereby the sources of manpower, due 
to the lower substitutional effect of R&D progress, are also limited. 
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Substantial intensification of the economic renewal process which with the 
ascendancy of tne scientific-technological revolution is becoming an objective 
necessity, is becoming even more urgent due to the effects of the newly formed 
external and internal conditions. For that reason, the 16th CPCZ Congress 
emphasized the inevitability of more systematic implementation of a long-term 
economic strategy of highly efficient production and quality of all labor. 


Thus, our economic development in the eighties will be progressing under 
stagnating to diminishing material and energy inputs into the economic renewal 
process, under essentially diminishing possibilities for adding manpower, under 
stagnating volumes of investments, whereby, even under the given conditions, 
the key objective of our efforts will remain to quantitatively and 
qualitatively meet (in quality and assortment) the changing needs of the 
populace. It is obvious that it involves qualitatively new and demanding tasks 
of socioeconomic development which the party stipulates as its goal in the 
coming decade, especially in view of the fact that--in addition to the 
deteriorating external economic conditions on the capitalist markets connected 
with the deepening crisis of the capitalist system--the most advanced 
capitalist countries are developing unprecedented efforts toward deterioration 
of the international atmosphere, spinning anew the wheels of feverish armament 
and adopting openly discriminatory measures against socialist countries with 
the intent of undermining their economic development and retarding their 
progress on their way to building socialisn. 


Acceleration of scientific-technological progress and improving the level of 
our production gradually toward the highest standards is the long-term approach 
toward achieving a reversal in the development of the effectiveness of our 
economy. It is a lasting prerequisite for achieving a high degree of intensity 
in the progress of our economic renewal and an effective way toward acquisition 
of those material and energy sources which we need for achieving an accelerated 
dynamism of our economy. This fact was specifically pointed out by the 16th 
CPCZ Congress when it termed science and technical progress to be the 
determining factors of intensification and the most potent resource for 
increasing the productivity of social labor. 


Implementation of this line is no simple matter. It involves not only measures 
that can be implemented in shorter time spans--improving the technical and 
jualitative features of products under the given technical conditions (i.e., 
without changes in the existing logistical base), but also more basic 
interventions in the structure of production (connected with introduction of 
new viable productions calling for construction of new or refurbishing of 
existing capacities) and an overall reorientation on a new technological base 
commensurate with the requirements of the scientific-technological revolution. 
These measures are of an objectively long-term character. Making these 
intensification effects of the short-term, but especially of the long-tern, 
measures pay off is connected with overcoming inert fields in the logistical 
base, but also directly in the economic mechanism of our socialist society. 


The high demands of our economic renewal process on materials and energy appear 
at the present to act very strongly as an inert factor. They can be termed as 
the immediate cause for the slowdown in the dynamics of our economy, naturally 








with the awareness that the primary cause is the decreasing effectiveness of 
the economy as a result of slow implementation of scientific-technological 
progress. If we consider that obtaining an identical volume of these resources 
from abroad calls for a substantially larger and increasing part of the 
generated national income than as the case in the past, the primary task 
becomes maximum limitation of the consumption of these resources in production. 


The latter can be achieved .« one of three possible ways. The first is 
attainment of direct, absolute savings of energy and materials in production by 
mobilizing unused resources yielded by various technical and organizational 
measures, introducing a strict economy drive and eliminating cases of 
considerable wasteful practices. The second is implementation of a 
goal-oriented structural policy of systematically getting away from production 
highly demanding on materials and on energy. The third, possibly the most 
important and most promising way, is increasing the technical level of our 
production, both in products and in the technology of their production. In 
other words, improving the technical attributes and utilitarian properties of 
production will promote achieving a higher valorization of the initial raw 
material. 


The ways to achieving savings of energy and materials and overall efficiency 
must be seen as interconnected processes. While at the present, e.g., the 
extraordinarily important task appears to be attainment of growth in national 
income with simultaneous stagnation of energy and material inputs, whereby the 
plan specifies by directive the assigned tasks relevant to savings of these 
resources which in their wide scope represent an absolute decrease of their 
consumption in produciion as compared to the preceding year with an increase in 
production, the effort for its attainment cannot be reduced to only the 
so-called economy policy. It is even impossible to accept savings of energy 
and materials made at the expense of the technical level and quality of 
production, or at the expense of its overall effectiveness. The decisive 
factor thus remains--even under current conditions--the economy of time per 
unit of utility; in other words, the level of social productivity of labor. 
Savings of energy and of materials (though they are of extraordinary importance 
at the present) cannot contradict overall advances in the area of effectiveness 
of our production. 


A similiar demand can be made in regard to the structural changes that we are 
currently undertaking. However, implementation of structural changes which, in 
addition to the mentioned lowering of the demand on energy and materials, is to 
promote an accelerated increase in the production of those branches and sectors 
tied to R&D progress, it does not mean that the technical level of production 
should stagnate in “cutback” sectors. In the interest of the socioeconomic 
goals of the socialist society, R&D progress must occupy a priority position in 
the era of R&D revolution. 





* The extent of these structural changes is indicated by the goals of the 
Seventh 5-Year Plan to increase production in the metal working industry by 
33-35 percent, in the electrotechnical industry by as much as 50 percent, 
whereby total industrial production is to increase 18-20 percent. 
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The often accentuated all-round applicability of intensification which is 
characteristic for this period means that it must be implemented in every 
productive and nonproductive sector. Since it is known that the latest 
accomplishments of scientific-technological progress make possible 10-fold and, 
in some production sectors, even 100-fold increases in labor productivity, 
there has been little emphasis on the fact that these gains in economy of time 
at the level of the national economy are multiplied by the sum of innovations 
of a lower order which are a followup of the impetus provided by innovations of 
a higher order in viable sectors. While each of these small innovations does 
not represent any substantial increase in efficiency, their mass occurrence 
leads to a relatively high suwuary effect. 


All-round intensification creates the prerequisites for systematic increases in 
efficiency in two directions. On the one hand, it improves the efficiency of 
social labor in sectors where the relevant innovations are occurring. On the 
other hand, it makes it possible to use the leeway in capacity and time gained 
in sectors with lower development dynamics for rapid development of sectors 
that affect scientific-technological progress and, thus, future increments in 
efficiency as well. 


Nevertheless, from the viewpoint of the material- and energy-intensiveness of 
our production it ought to be noted that structural development is objectively 
contradictory. While, on the one hand, it is possible to count on decreasing 
the share of metallurgical production or industrial chemistry sectors, which 
translate into a considerable contribution to savings of energy and material 
inputs, on the other hand, development in the area of fuels and energy on a 
worldwide scale leads to extraction of less easily accessible fossil fuels, to 
development of nuclear power engineering, which is connected with a high demand 
on material and energy sources. Similarly, high demands on the mentioned 
sources are precipitated by development of intensification of agricultural 
production, by continuing industrialization of civil engineering, *dditional 
expansion and modernization of transportation and communicatiors. etc. 


Improvement in the technical level of production--as the most important path 
toward intensification, to include decreasing the demand on materials and 
eneray--is seen, as was already indicated, in its entirety, i.e., at the level 
of products as well as that of the production process itself. Both of these 
approaches are mutually complementary, even though with the known limitation of 
investment means, the more favorable approach appears to be increasing the 
technical level and quality of products. Accelerated innovation of products is 
very often pointed out as a particularly significa.t approach to 
intensification of our production, as it results in better marketability in the 
lomestic and foreign market. Emphasis is also put on the importance of 
improving the technical level of products, particularly of those technical 
characteristics which translate into lower weight and smaller demand on energy 
in their consumption (in productive or nonproductive use) in comparison with 
products manufactured and used up to now. 


The great importance of product innovations to the intensification process and 
to achieving high savings of materials and energy, particularly under the 








present conditions of great limitation of resources, should not obscure for us 
the fact that of decisive importance to achieving substantial progress in 
saving of all components of social labor is introduction of new technological 
processes. This is connected, on the one hand, with the fact that potential 
modification and improvement of products is determined to a great extent by the 
technological possibilities of the given production. (Research has shown, 
e.g., that a maximum of 50 percent of products can be modified without changes 
in the technological base. Improvement of the other 50 percent calls for 
changes in technological processes.) On the other hand, transition to new 
technological processes in production alone, connected with automation, 
introduction of microelectronics or other modern technologies based on new 
physical, chemical or biological findings brings along substantial increments 
in economy of time, both in past and direct labor input. After all, authors 
agree that the historical role of the scientific-technological revolution in 
the sphere of productive forces is transformation of the existing logistical 
base on new technological principles with technoeconomic attributes of a higher 
order. 


Technological transformation of the logistical base of our production is an 
urgent, but also an extraordinarily complicated, problem. It is found in 
general that the wear and tear and obsolescence of fixed assets in industry is 
considerable. In comparison with advanced countries, the period of their 
utilization is on the average longer by 10 to 15 years. One can encounter in 
our enterprises machinery more than 40 years old. This becomes reflected, on 
the one hand, in the technical level of machines and installations which are 
considerably more demanding on materials and energy than their modern 
substitutes and, on the other hand, in their relatively high breakdown rate. 
The status quo has to do with the considerably extensive nature of our 
investment policy and inadequate attention of managerial personnel to the 
latest trends of scientific-technological progress. It is obvious that if we 
want to make a substantial advance in intensification of our economic renewal 
process, we must provide for planned modernization and overhaul of existing 
installations, something that was considerably neglected in the past. A new 
quality in the investment process cannot be constituted merely by limiting the 
total volume of investments, but by assigning a major share, in addition to 
inevitable investment ac*ions of a developmental] nature connected with 
establishing new viable production sectors, to investments oriented toward 
modernization and overhaul. 


In this context, comes up the question of what level of technology is needed 
for implementing this modernization. There are essentially two ways. The 
first is using the proven technology of industrially advanced countries, which 
in comparison to the status quo in a given sector does mean progress, even 
though not of a higher order. The second is orientation toward introduction or 
production of top technology. The advantage of the first approach is 
relatively easy availability in regard to price level or license authorization. 
However, its disadvantage, from the viewpoint of the progress of the 
acquisition of technical know-how, is a certain measure of obsolescence which 
will keep increasing in time due to the accelerated rate of innovations on a 
worldwide scale, that being the characteristic feature of the R&D revolution. 
Its real technoeconomic potential and, through it, its effect of the growth of 
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efficiency will be rapidly decreasing. In the case of top-level technology the 
risk of rapid obsolescence is substantially lower but, on the other hand, the 
possibilities for its procurement from foreign capitalist countries are 
considerably limited, be it because of prices, apprehensions about potential 
competition, or discrimination. That calls for even a greater role to be 
played by our own R&D facilities as well as R&D cooperation with socialist 
countries. 


For the CSSR, which is going through the stage of building a developed 
socialism with a strong production and R&D potential, highly qualified 
manpower, there can be no other way under the conditioi.s of the 
scientific-technological revolution than providing its economy with the latest 
achievements of science and technology and turn out products of the highest 
technical level and quality. As we have shown, it is an extraordinarily 
demanding task, even just from the viewpoint of a certain measure of relative 
lag in technology, but that is the only way to guarantee that the lag will not 
become greater. 


However, this requires imposing demanding tasks on our own engineering 
industry, it being the producer of the technology which we will be introducing 
into our production facilities and which we will be exporting. The quality and 
technical level of the operations of the processing sectors, primarily 
engineering, ultimately determines the measure of valorization of raw materials 
and energy in exports and the extent of meeting the demand in domestic 
utilization of production in consumption and in investments. 


The objective of producing top-flight technology cannot be imposed only on 
production; it becomes simultaneously the objective for the entire 
preproduction phase, starting with rese.-~h institutes and ending with design 
and planning facilities. Successful management of the relevant tasks obviously 
calls for changes in organizational and managerial structures of our R&D base 
as well as in methods of planning research tasks and their linkage to the tasks 
of the production plan. Among primary tasks, some of which are already dealt 
with, e.g., by the CSAV [Czechoslovak Academy of Sciences] and the SAV [Slovak 
Academy of Scienves], is to form through concentration of R&D centers research 
teams of optimum dimensions which would make it possible to overcome 
departmental barriers that are the inevitable result of the existing fragmented 
network of research facilities and also facilitate dealing with research tasks 
comprehensively and without superfluous duplications. It must be recognized 
that for the time being the VHJ, where the major part of our research 
capacities is found, did little to avail themselves of opportunities to 
concentrate R&D capacity, which suffers from considerable fragmentation 
particularly at enterprise level. 


This, however, does not involve only organizational regrouping, but primarily 
concentration of research tasks, reducing their number so that they themselves 
would not lead to fragmentation of capacities. 


A significant innovation in the area of research management is implementation 
of a goal-oriented program principle in planning R&D efforts. Even now there 
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has come into being a system of priorities in scientific research in the form 
of goal-oriented projects--selected research areas working on research programs 
that appear as most significant for continued advances in science and 
technology and for overcoming important problems in the national economy. 
Goal-oriented projects present a new form of application of priorities in 
scientific research. However, for the time being, they do not manage to scale 
the institutionalized boundaries at individual stages of scientific efforts, 
particularly in basic and applied research. 


A full manifestation of the efficiency of new approaches to planned management 
of scientific research can be expected under the assumption of incorporating 
these goal-oriented projects into an integrated system of long-term 
comprehensive programs and state goal-oriented programs which is currently 
being created as the basis for long-term planning. Within this system, a lead 
should be established in mutual interlinkage of individual programs, directing 
goal-oriented research projects into production tasks, and provide for 
coordination and logistical support of these priority efforts. Connected with 
it is also adequate organization of management of science and technology which, 
on the basis of a uniform plan for development of science and technology, could 
help achieve channeling of the activities of research facilities; this applies 
in particular to priority tasks of goal-oriented projects and long-term 
comprehensive programs. Only in this manner will it become possible to span 
departmental interests and provide for timely dealing with the key tasks of our 
economic development on a high level of know-how and technology even during the 
phase of scientific research. 


It stands to reason that managing to cope with demanding tasks in the area of 
science and technology (as well as in our entire economic program) is 
impossible without deepening R&D and econamic cooperation with the socialist 
countries, particularly the USSR. Our scientific research capacity is 
objectively limited. Thanks to socialist international economic integration 
and R&D cooperation, it is possible to specialize and create in this way 
optimum conditions for optimum dimensioning of teams of specialists and their 
technical instrumentation, obtain scientific findings which in view of their 
cost-intensiveness would otherwise be unattainable, not to mention the 
possibilities offered by the mutually advantageous transfer of the latest 
technology and cooperation in the solution of research tasks and development of 
new technology which substantially shorten the science-production-application 
cycle. For that reason, acceleration of the rate of scientific-technological 
progress cannot be conceived of without further promotion of the process of 
international socialist integration in the area of the economy as well as in 
development of science and technology. 


Among the key problems in accelerating the rate of R&D progress in our country 
belongs creation of the requisite economic mechanism. Efforts toward improving 
planned management in our country, which culminated in the Set of Measures, 
were guided by this specific objective. After its 2 years of operation, it can 
be stated that while the Set of Measures represents a significant step, it is 
only the first step in this direction. Many measures required by it, which 
would form a significant prerequisite for continuous advance in R&D progress, 





are still in the preparatory stages (e.g., long-term planning, processing of 
prognoses, long-term comprehensive programs and others). On the basis of the 
experience obtained through the operation of the Set of Measures so far, a more 
extensive experiment has been undertaken toward improving the effectiveness of 
indirect instruments for accelerated application of new technology. 


The problems of accelerating R&D progress in production are concentrating on 
the basis of the current experience on two points that also indicate the 
direction which further development of the Set of Measures will take: in 
regard to inadequate linkage of individual parts of the plan for the national 
economy and the plan of technological development (specifically, however, in 
regard to its relation to the plan of capital investments--that is, the plan of 
implemental outputs from the plan of technological development has neither 
become an unavoidable starting point for investment planning, nor for 
innovation of the production program) and in providing incentives for 
introduction of innovations. This involves primarily a system of incentives 
and motivation within enterprises as the basis for reinforcing the intraplant 
khozraschet [cost accounting system] as well as improvements in the price 
system which should make it possible to correctly assess the effective 
contribution of each enterprise from the aspect of economy and from the 
viewpoint of social utility of the turned out production. 


Thus, acceleration of R&D progress calls for basic changes in the system of 
planned management of the national economy. Nevertheless, as pointed out by 
the 16th CPCZ Congress and the Seventh Plenum of the CPCZ Central Committee, 
this is not the only thing that essentially constitutes an instrument for 
management of our economy. A turnabout in intensification, a positive approach 
to R&D progress requires a change in thinking, mainly among managerial cadres. 
They are called upon to get away from well-trodden paths, display initiative, 
not to be afraid to take risks,.create conditions for applying RSD progress in 
production, influence economic thinking in this direction and mobilize all 
workers toward meeting the tasks of the plan through improving quality and 
efficiency. 
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OFFICIALS, INDUSTRIALISTS WEIGH PLANS FOR WORLD MARKET PROGRESS 
Budapest NEPSZABADSAG in Hungarian 21 May 83 p 5 
/Article: "Getting Ahead in the World Market"/ 


/Text/ We held a round-table discussion in the editorial offices of NEPSZABADSAG 
with the title "To Get Ahead on the World Market." In the spirit of the latest 
resolution, in April, of the Central Committee, the participants debated timely 
questions of competitiveness, technical development, economical export, 
entrepreneurship and enterprise interest. Our guests were Dr Akos Balassa, a 
main department chief in the National Plan Office; Istvan Bihari, director 
general of Chinoin, Ede Horvath, director general of the Raba Hungarian Car and 
Machine Factory; Judit Manheim, director general of the Quality Shoe Factory; 

And Ferenc Szerb, director general of Vegyepszer, the enterprise building and 
equipping chemical works. Our editors were represented by Istvan Oroszi. 


NEPSZABADSAG: Some economists in America and Western Europe have predicted an 
upswing in business activity for 1983. How will this affect us? 


A. Balassa: According to our forecasts the marketing possibilities and 
conditions of the capitalist market will hardly improve for us in 1983--despi-e 
slight growth in demand in places--and they will not be substantially easier 
later either. The upswing will be gradual, its magnitude probably moderate 

and it will affect our chief markets in different ways. Many countries in the 
world are in debt and everyone is trying to ease payment problems by increasing 
export, which will increase competition in an unheard-of manner. 


E. Horvath: There will be a gigantic struggle for markets.... 


A. Balassa: Because of the drop in their petroleum receipts, the solvent demand 
of the affected developing countries has decreased also. Despite this we must 
strive to preserve the former foreign trade positions we have attained in these 
countries and strive to discover new opportunities to increase our export in 
Western Europe and overseas markets. 


E. Horvath: In 1982 our enterprise, Raba, increased its convertible export by 

20 percent. But according to the signs, this very swift increase will not be 
repeated this year. So we are striving at least to hold the level of our dollar 
income of last year in 1983. In addition to meeting our CEMA delivery obligations 
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our enterprise must hold its own in the significant capitalist markets--in the 
United States of America--where unemployment continues to be great, where 
protectionism is strong and where the crisis of recent years has perhaps most 
affected the auto industry. 


F. Szerb: As I see it, the market upswing mentioned will miss us and many 
Hungarian enterprises as well. For example, the high unemployment influences 

our market situation unfavorably, in a manner similar to that of Comrade Horvath, 
because we do not always get contracting authorization for foreign construction. 
I know form personal experience abroad that the competing enterprises of developed 
capitalist countries are trying to get out of the crisis; with state aid they 

are making very great efforts to raise the technical level of their production 
and reduce their expenditures. So in the developing countries they usually make 
bids a good bit cheaper than ours and offer their customers credit with advan- 
tageous conditions which we cannot give. So, as a result of the changing 
circumstances, we have gotten into a bind where getting ahead of the competition 
or at least keeping up would cost more money than we have at present. And for 
the time being it is still an open question how we might get out of the diffi- 
culties mounting before us and realize that market change to which Comrade 
Balassa referred and which, naturally, I also consider necessary. 


NEPSZABADSAG: Amidst so many difficulties and uncertainties, what is it that 
we can be sure of? 


I. Bihari: Ome thing is certain, in the years ahead we will not be able to 
hold our market positions with the same product structure with which we were 
able to increase our export by 10-15-20 percent year after year as formerly. 
Indeed, we will be able to stay alive only if we renew our production and 
marketing methods. 


To Renovate and Recreate 


J. Manheim: In the depths of the recession the Quality Shoe Factory was able 

to get a foot in the American market by using basic marketing work to find those 
customers whose needs we were able to satisfy. In the beginning, to facilitate 
access to the market, we sold our products at a knock-down price yielding less 
profit. In a short time our products won favor among customers there, and the 
market found our firm good and competitive, which is proven by the fact that 
with the cooperation of Tannimpex we signed a several years' contract with our 
capitalist partner for gradual expansion of export and the development of shoe 
models. We established a joint export office with Tannimpex with a new interest 
system; the essence is that the foreign trade people learned to think "industri- 
ally" and industry learned the conditions for export marketing. Thanks to this 
and to the not small material efforts made to create a high technical culture, 
our capitalist export has increased 3 times since 1980 and today reaches 25 
percent of the receipts. Simultaneous with this, the product structure of our 
socialist export was completely transformed also. 


F. Szerb: The unique nature of Vegyepszer requires a different solution. The 
organizational separation of production and foreign trade also makes our extra- 
ordinarily complex export undertakings very difficult. So we are now asking 
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independent foreign trade rights for Vegyepszer, and I trust that we will get 
them. At the same time we have agreed with another domestic industrial enter- 
prise with a similar profile to establish a joint stock company for joint 
conduct of export undertakings. This will give us greater capability than if 
we acted separately, and we can protect our risk losses also. 


E. Horvath: In judging our world market competition situation I too share the 
opinions voiced here. Today, perhaps, we can find comfort in the fact that the 
dynamic growth of the convertible export of Raba is securely based on long-term 
international manufacturing specialization and trade agreements signed 10-15 
years ago, and on our continual efforts to transform the product structure. We 
might note that we have profited and are profiting with good products on the 
CEMA markets also. We are also trying to satisfy the very demanding domestic 
customer, Hungarian agriculture, with modern machines. 


As for the future, it is to be expected that in the years ahead specialization 
aimed at increasing productivity will begin in the auto industry of the 

Western European capitalist countries also, as a result of the ever sharper 
competition, and Raba has the possibility, the modern manufacturing base, the 
expertise and the experience to join in this process by delivering modern 
subassemblies. Agreeing with Comrade Szerb, I still say that if our production 
should remain at the present level of technical development, then within 5-10 
years our capitalist competition could force us out of the Middle East and other 
markets. In the auto industry, a sort of fashionable specialty, the large world 
firms develop new models every year. The 1982 designs are out already, there 
are even 1983 models on the market. So it is a true saying: one can do almost 
anything in business, but one cannot make up for lost time. 


J. Manheim: Western shoe factories, expanding the spring, summer, fall and 
winter selection, put a total of eight model selections on the market every 
year. If they did not, they would not be competitive. For the time being, 
with our resources, we can put out only four to six model collections per year. 


I. Bihari: However strange it may sound even pharmaceuticals are a fashion 

item in a certain sense, because the market and the greater profit go to him 
who appears first with some powerful, new, original preparation. But in the 
pharmaceutical industry, because of the peculiarities of the profession, it takes 
generally 8-10 years to realize research results and introduce medicines on the 
market; but for us the slowness of domestic development and the extraordinarily 
low level of our marketing work make this renewal process ever more difficult. 
So we are trying to find market gaps left open by the large world firms where, 
in accordance with our conditions, we can fit into the international division 

of labor well. This will make possible a utilization, much more efficient than 
at present, of the relatively significant intellectual capital of our pharmaceu- 
tical industry. 


NEPSZABADSAG: This is only a plan. Is there anything concrete yet? 


I. Bihari: We already have a cooperation agreement with a significant Western 
European firm which covers about 15 percent of our convertible export, and we 
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are planning a joint enterprise and similar production-development cooperation 
with two large American enterprises. These long-term cooperation agreements 

will make it unnecessary for Chinoin itself to perform the entire research and 
development, manufacturing and marketing process. We are also joining in the 
innovation activity of large enterprises which have a marketing network embracing 
the entire world. In the framework of another of our joint undertakings, 

Chinoin hopes to make use of its internationally recognized chemical research 
achievements with the cooperation of an American partner firm. This is in a 
stage from which, within 2-3 years, export business worth several million dollars 
may be created. 


Who Should Contribute More Money 


F. Szerb: We also are following a path for increasing our economic performance 
like the one mentioned by Comrade Bihari, or something similar. Even during the 
recession we were looking for business opportunities in the realization of the 
large-scale energetics and environmental protection programs being realized 

around the world. Thanks to this, the enterprise is developing even now and 

its financial situation has been stable for many years despite the general decline 
in investment market demand. 


But thinking from the viewpoint of the future, it is more important to talk 

about those pressing problems which I mentioned at the beginning of our conver- 
sation, about how we cannot go on with our own strength alone, about how we 
cannot realize the urgently necessary increase in the technical level of our 
production. In the absence of supplementary resources and credits, we cannot, 
for example, bring off the plan to create a joint Hungarian-FRG enterprise 
ensuring new possibilities for increasing economical export, and for the same 
reasons we cannot sign a number of other promising export deals in the developing 
countries either. 


A. Balassa: Who would provide such supplementary resources, and from what? 

It is well known that at present the national economy is not in such a position 
that the enterprises should get more developmental credit and other concessions 
than planned. It already causes a problem that in 1982 again the enterprises 
had somewhat more developmental resources than the plan counted on. This could 
increase the tensions in the balance of our economy, because the investment 
purchasing power, .! a higher level than desired, can curtail the export goods 
base, which is not sufficient in any case, and reduce the commitment of the 
enterprise producing investment goods to increase t‘ieir convertible output, 
which demands greater effort and more understanding. So access to developmental 
resources should be possible primarily as a result of one's own profitable 
activity, and with efficient proposals corresponding to the strict credit 
conditions which fit into the credit possibilities. 


Arguments and Counterarguments 


F. Szerb: Of course I know that in the present difficult balance situation 
central economic guidance cannot give free reign to investments. But it is not 
good for the national economy either that the present forced constrainst cause 
virtually insurmountable difficulties for many efficient et-cerprises, including 








ours. Due to the income regulation, which continues to be an equalizing one, 
their developmental resources are not sufficient, and not only to put an end 
to their technical backwardness; very frequently they are not sufficient even 
to maintain the present technical level of production--just ask those present 
here. And if we do not say this openly, if we talk only about results, then 
public opinion may get the impression that everything is actually all right. 


A. Balassa: There is much truth in that. This is why we are trying to differen- 
tiate developmental possibilities according to economic results, according to 

the effectiveness of the development. But let me note that this is made difficult 
by the fact that enterprises which are not working efficiently and not developing 
economically have overspent to a large degree and cannot pay off the investment 
credits assumed earlier, so the state is forced to regroup assets, with definite 
conditions, to help them. 


I. Bihari: But because of this, the developmental possibilities of efficient 
enterprises is reduced, and no few of them are forced to reckon with the danger 
that the technical level of their production will fall increasingly behind that 
of their competition, and slowly they will also fall in the category of uneconom- 
ical enterprises. 


E. Horvath: Those which are not competitive on the world market will die. 
Because of this they closed even a number of Western auto factories in the 
depths of the recession. But there are few examples of this here, despite our 
earlier promises to cut back or abolish uneconomical activities. And this leads 
to an excessive frittering away of our developmental assets. 


A. Balassa: It is my opinion too that this path cannot be followed in the long 
run. The most recent resolution of the Central Committee warns that we must 
turn developmental resources primarily to raising the technical level and that 
operating conditions for dynamically developing enterprises must be improved. 
There are also great possibilities in the area of more efficient use of the 
developmental financial assets available. This year, on the basis of their own 
decisions, the enterprises will spend more than 100 billion forints on development-- 
thus within state investments. According to experience, a good part of this is 
being used carefully, efficiently and for an appropriate purpose. But it is not 
certain that the money is being spent always and everywhere for what is really 
most urgent. Not, let us say, for mechanization serving an increase in the 
technical level and a reduction in expenditures, but rather on construction of 
an expanding character. Who, among those present for example, is building a 

new factory? 


E. Horvath: Raba is. 

J. Manheim: The Quality Shoe Factory is. 

NEPSZABADSAG: Can't one develop with reconstruction? 

E. Horvath: Our Szentgotthard factory is 100 years old, so it cannot be rebuilt 


through reconstruction, and we cannot spend much money on the existing manufac- 
turing profile. By building a new factory, developing new agricultural profiles 
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and using the good experts of the old factory, it will be possible for us to 
exploit better the demand for agricultural machines, which can be expected to 
increase on the world market in the future. 


J. Manheim: Both reconstruction and construction cost a lot of money. For 
example, last year we realized mechanical reconstruction worth 40 million forints. 
This makes possible better service to the convertible export markets, the 
manufacture of small series according to customer needs, swift conversion and 

an increase in productivity. But we also need a new factory to increase 
economical export further, and for precise fulfillment of our large volume 

Soviet orders. 


Who Should Contribute More Money? 


NEPSZABADSAG: The old problem for competitiveness has been the clumsy and 
fitful cooperation of exporting enterprises and the domestic bakcground enter- 
prises serving them. What is the cause of this? 


I. Bihari: The chief cause is that the conditions for material and moral 
incentive for a rational division of labor within the country still do not exist. 
Some feel that they are virtual servants if they work for an enterprise producing 
for external markets.... 


F. Szerb: And if they cannot give greater wage increases because they have no 
convertible export. 


E. Horvath: We should reach into the purse and share the profit of economical 
export with the cooperating enterprise. In exceptional cases we are ready to 

pay a premium incentive price for fulfillment outside the sequence of orders. 

If it is worth it to me, why shouldn't I? 


J. Manheim: If it is worth it, I would do it too. But is it always worth it? 
And how does this change the interest in "exporting it yourself"? For example, 
domestic industry can now produce good-quality leather from which we could 
manufacture shoes which could be sold at a good price for convertible export, 
and we could decrease our capitalist import also. But the leather industry 
does not sell this product to us but rather exports it itself, because it has 
an interest in this. And there are similar examples in other areas too, 
although everyone knows anc recognizes that in general the export of domestic 
primary material at a higher level of processing is more profitable for the 
national economy. 


E. Horvath: One time some mechanical equipment of key importance broke down 

at the Diosgyor Machine Factory, an old cooperating partner of ours, and 
manufacturing stopped. They called us on the telephone and said, "If you lend 

us 10-15 clever experts, then the problem can be corrected quickly and manufac- 
turing can begin again.” It was done, and they asked what they owed. “Nothing,” 
I said. "My friend, I thank you for calling, because in this way we avoided a 
bigger problem.” 
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J. Manheim: Most recen’ly we agreed with the Pecs Leather Factory on joint 
development of domestic manufacturing of the special shoe uppers leather acquired 
previously from capitalist import. We undertook to share the costs, with 

suitable conditions. Within 2 years this will make it possible to replace 
considerable capitalist import economically with domestic manufacture. And by 
virtue of guaranteed deliveries to us the Pecs factory will expand its convertible 
export goods base with a new profitable product. 


I. Bihari: At present we buy a certain material for 7 dollars per kilogram. 
If we bought less processed material for the same purpose and had the product 
we need made by a domestic partner enterprise therefrom, we could save more 
than half of a capitalist import which now costs us several million dollars. 
It is also possible that the product in question could be produced entirely at 
home within 2 years. But all this can be realized only if we can make our 
domestic partner materially interested in doing it. 


NEPSAZBADSAG: I believe that what has been said proves unambiguously to all 

of us that competition does not rule out but rather presumes good cooperation 
with domestic and foreign partners; indeed, in many cases this may be the chief 
means for a successful undertaking. 
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SPRING FAIR DEMONSTRATES ELECTRONICS PROGRESS 
Budapest NEPSZABADSAG in Hungarian 21 May 83 p 4 
/Article by M. T.: “Rivalry Among Personal Computers"/ 


/Text/ Something has started in the domestic electronics industry, and on the 
basis of what we have seen the beginning is reassuring. The first results of 
the central elec:ronics development program are here before us at the spring 
fair. The “custom-made” circuits of the Microelectronics Enterprise, made for 
the first order, have appeared and manufacturing enterprises began to use them 
immediately. 


In connection with this Ivan Nemeskeri, director general of the Microelectronics 
Enterprise, said that 5-6 such circuits have been made thus far and they are now 
preparing manufacture of another 20, and talks for another 80 are being conducted 
with users. So expectations and interest are great. Experts say, on the basis 
of what has been seen, that the concept of the central electronics development 
program has proven to be a path which can be followed. This is the only way we 
can replace the import of capitalist parts and improve the competitiveness of 

our apparatus manufacture. 


At the fair we met with Mihaly Sandory, government commissioner for the micro- 
electronics program, who summed up his experiences as follows: 


"It should be noted that electronics appear in virtually every instrument and 
tool of production. Especially interesting from this viewpoint is the exhibit 
of Medicor, where they use microprocessor control in almost all the medical 
equipment. One example is the three-channel EKG, which not only measures the 
data but also aids the physician in making the diagnosis. Or I might mention 
the MOD-81 data collection device, which decreases the administrative work of 
doctors. The rising level is also indicated,” the government commissioner 
continued, “by the fact that at this exhibit they are showing equipment which 
we cannot buy from abroad because of the embargo; but we were capable of designing 
and producing it. One example is the metal atomization equipment which won a 
gold medal at this year's Leipzig Fair and now has been awarded the Budapest 
International Fair prize; it can be used to deposit high-purity metal layers.” 
(The original solution, which makes the efficiency of the quipment unique, has 
been patented by the Microelectronics Enterprise.) 
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We met Istvan Kiss, director general of the Telecommunications Research Institute 
(TAKI), in front of the parabola antenna which can be seen in our photograph. 
With this new device of TAKI one can receive, simultaneously, the television 
transmissions of five countries from broadcast satellites. Development here got 
a little ahead of life, because experimental transmissions are expected to begin 
in Western Europe only in 1985-1986. 


The director general answered as follows to the question of what changes he 
found at the fair as compared with last year: 


“The ratios have changed noticeably. There is more equipment operated by remote 
control, the ratio of devices with microprocessor controls has increased greatly, 
the new products are suitable for performing more complex tasks and they are 

more complex. Digital techniques and noise-free, precise information transmission 
have spread further." 


A number of technical creations of high quality, unique within CEMA countries, 
appears at the fair. These include the 16-channel studio tape recorder with 
microprocessor control of the Mechanical Laboratory. The designers succeeded 

in creating in an original way the magnetic recording head and motor, the two 
most sensitive parts of the equipment, which otherwise can be obtained only from 
capitalist import. 


As far as we know, the computer technology tape recorder, a joint development 
of Orion and the Central Physics Research Institute, has no rival either. This 
is an auxiliary unit for small computers the data storage capacity of which was 
characterized by someone by noting that the complete works of Jokai would fit 

on a single spool of it. But we must mention, among the outstanding achievements, 
the studio mixing table of the Electroacoustics Enterprise, the color television 
camera of the Signal Technology Cooperative, which won a Budapest International 
Fair Prize, and the completely renewed parts exhibit of Kontakta. In a very 
short time, 6 months, the Computer Technology Applications Enterprise developed 
its microcomputer called the Mikrosztar-1l1l. Main department chief Janos Kutas 
said that in regard to capacity this personal computer is the size of the 
largest computer in the country 10 years ago. The tempo of development in this 
branch of industry is astounding. 


And as long as we are here, we must say that the rivalry among personal computers 
left its stamp on this exhibit. One expert said in this regard: “Ome can find 
a fortunate competition among personal computers.” 


But another said: "Four or five domestic enterprises have developed personal 
computers independent of one another. There is now a domestic model for every 
2.5 million Hungarians. In this respect we are first in the world for sure. 
But I am not so happy with it, because the first thing I think of in cvnnection 
with this is whether we are using the creativity and knowledge of our engineers 
pucposefully enough. And I also think about the lack of coordination...." 








HUNGARY 


PATTERN OF FOOD SUPPLY, USE TRACED 
Munich SUEDOSTEUROPA in German No. 3-4, 1983 pp 194-208 
[Article by Endre Antal] 


(Text) During the past 15 years Hungary has developed a functioning 
and efficient agriculture that is based on a combination of large 
socialist enterprises, agricultural producer cooperative farms and 
ancillary activities of the people as well as overall central 
planning and the enterprises’ own initiatives. The contribution of 
the food industry to the country's 1981 gross national product. 
amounted to a total of roughly 26 percent. Industrial foodsctuffs 
production or processing (foodstuffs industry) accounted for about 
10 percent of that. However, agriculture had a 16.6 percent share 
and the foodstuffs industry--because of the work done by agriculture 
and other sectors--only approximately a 4 percent share in 


originating the national income. 


About every fifth gainfully employed Hungarian earns his Livelihood 
im agriculture. At the end of 1981, 983,700 full-tige workers, or 
19.6 percent of the total number of employed persons in the economy, 
were working there. In 1981, the foodstuffs industry provided work 
for approximately 195,000 full-time workers. That corresponds to 
about 12 percent of the total number of wage and salary earners in 
Hungarian industry and about 4 percent in the economy’. Among the 
individual branches of the food, beverage, and tobacco industries, 
the meat, poultry, and egg processing industries and the canned 
goods plants, mills, and dairies above all others have the highest 
shares in the gross production of this branch of industry, in the 
number of egwployed as well as in the investment resources. The 
growth in the share of the dairy and vegetable oil industries during 
1975-1981 is evidence of the stepped-up expansion of the relevant 
production capacities. 


Sseooth Food Supply--Increasing Export 
Compared with other CEMA countries, such as, for example, the Soviet 








Union, Poland, and lately also Romania, the population in Hungary 
today is being supplied with foodstuffs almost without problems. 
Occasional temporary or regional supply bottlenecks are, for the 
most part, of a marketing organization and quality nature, not the 
expression of a too short supply. Moreover, since there has been 
success in considerably reducing the yield risk caused by weather 
conditions, the increasing consumer demand for foodstuffs--growing 
py 0.3-0.4 percent on an annual average--can be satisfied at a 
relatively high level even in bad crop years. However, the growth 
in demand is also being impeded by the per-capita work income that 
is growing only slowly or not all in comparison to the prices. 


As a rule, agricultural production exceeds the country's domestic 
demand, so that important quantities of products are available for 
export over and above the satisfaction of the good purchasing power 
of the domestic demand. Thus far Hungary, as the sole CEMA country, 
is a permanent and important agricultural net exporter. In view of 
the overall economic and especially foreign trade imbalance?, 
foodstuffs production in Hungary is of especially great importance 
at this time. Normally approximately one fifth of the food, 
beverage and tobacco production is being exported, which corresponds 
to about 25 perecent of total exports. Approximately two-thirds of 
the exported food, beverage, and tobacco industry products are being 
sold for freely convertible foreign currencies, so that about one 
fifth of the dollar re@ipts of the Hungarian economy comes from such 
exports; if the exports of agriculture itself are added, this comes 
to no less than one third. 


On a per-capita basis, Hungary is the biggest CEMA agricultural and 
foodstuffs exporter. Similarly high shares of agricultural and 
foodstuffs products as in Hungary are also recorded in the 
Netherlands and in Denmark, countries that are among the leading 
foodstuffs exporters in the world; however, they also export other 
goods to a significant extent. During the past decade Hungary 
succeeded in spproximately quadrupling its foodstuffs exports. 
According to FAO” figures, they amounted to exactly $2 billion in 
i980. At the same time, an export surplus of approximately one 
billion dollars was achieved. 


Food, beverage, and tobacco constituted 45 percent of the expenses 
of the average Hungarian family budget in 1981/82. Food production 
and supply is an important factor of domestic political stability. 
Party and government are aware of that and adopted appropriate 
decisisons on the further development of agriculture and the food 
industries as early as 1977/78 and also at the 12th MSZMP Congress: 


"Our favorable natural conditions make possible preferential 
development of agricultural production. The increase in 
agricultural and foodstuffs production must guarantee the smooth 
supply of the domestic market and increasingly ensure profitable 
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exports."* The Party Congress resolutions clearly speak of the goal 
of an efficient, intensive, and coordinated development of the 
entire foodstuffs production during the further course of the 
eighties. In doing so, the Hungarian food industry will continue to 
adhere to the coexistence and cooperation of large and small scale 
foodstuffs production in agriculture that was successfully practiced 
in the seventies and will also emphatically implement such a policy 
in the food industry. 


Large and Small-scale Foodstuffs Production 

Approximately two-thirds of the production of Hungarian agriculture 
come from large socialist enterprises--state farms, agricultural 
producer cooperatives and socalled specialized cooperatives (a 
somewhat lesser degree of socialization)--that account for 57 
percent of total animal production and for about 75 percent of the 
crop production. Starting in the first half of the sixties, a 
process of concentration has taken place in Hungarian agriculture. 
While in 1°50 there were 4,500 agricultural producer cooperatives of 
approximateiy 1,000 hectares of agriculturally productive land, in 
1981 there remained only 1,320 agricultural producer cooperatives, 
which, however, cultivated 4,000 hectares each. Similarly the 
number of state farms decreased from 333 to 130 with a present 
(1981/82) average of 7,600-7,700 hectares. The process of 
concentration is accompanied and overlapped by trends of 
specialization. This development is manifested, among other things, 
in the growing aumber of specialized large facilities for animal 
keeping and of fields ranging from a few hundred to as much as over 
1,000 hectares. Specialization goes hand in hand with development 
of interenterprise cooperation. 


During the past decade, but especially during the past 5-6 years, 

several new "integrated production systems" have been introduceg in 

Hungarian agriculture. The enterprises operating on this basis are 

to optimally include, combine, and apply at a high level all factors 

(chemical, technical, biological, economic, and manpowend required 

for the manufacture of a product. Today there are over 70 such 

systems in Hungary. This form of organization is regarded as a ‘ 
development goal for the Hungarian agricultural enterprises, but 

also for the food industry per se. 


High status and great economic importance are also attached in 
Hungarian agriculture to the private spare-time enterprises of the 
cooperative farmers, the private plots as well as the ancillary 
activities of other population groups (for example, of the wage and 
salary earners, and pensioners). In the mid-seventies at the 
latest, the understanding had fully prevailed in the MSZMP and had 
also been expressed at the llth Party Congress (1975) that the acute 
problems of agricultural production and the consumer supply with 
foodstuffs can only be solved with assistance from these 








agricultural enterprises. Since then the thesis of the “organic 
unity” of collective farms and private plots aad ancillary 
activities in the agricultural producer cooperatives has been 
applied. For this reason, the above-mentioned producer groups in 
Hungary are officially, that is also statistically, grouped with the 
socialist agricultural sector. 


Approximately 1.8-1.9 million Hungarian families with a total of 
about 5.3 million persons, that is approximately half of Hungary's 
population and much more than the part belonging to agriculture or 
the agricultural producer cooperatives, operate such farms today. 
The importance of this figure is not least that it is pragmatic 
policy of the party toward the small private agricultural 
enterprises, which makes likely its continuance for a foreseeable 
period. It is also true that during the past decade the production 
share of the small producers--which also includes a disappearing 
minority of individual farmers--in the gross agricultural production 
has been steadily declining while total production has been growing, 
but even today it accounts for more than one third. 


In some production sections and for some purposes, the production 
contribution of the small producers is virtually irreplaceable, for 
they produced (1980-82), for example, 56-57 percent of the slaughter 
hogs, 42 percent of the milk, over a third (37 percent) of the 
poultry meat, two-thirds of the eggs as well as approximately half 
of the fruit and vegetable production. Moreover, more than half of 
the extensive Hungarian agricultural export, including the export of 
rabbit meat, honey, feathers, squab meat, mushrooms, and snails come 
almost 100 percent from the enterprises of this producer group. 

Thus the private plots and ancillary activities are engaged 
predominantly in labor-intensive branches of production that are, 
for the most part, of no interest’ to the large socialist 
enterprises on account of their lack of manpower and from 
profitability aspects. 





Production Increase in the Food Industry, 1976-1981 

The Hungarian agricultural policy instituted and promoted 
development trends that made possible a dynamic development of the 
food industry during 1976-1981. On an annual average, the gross 
production of agriculture Lncreased 2.9 percent and that of the 
food industry, 3.5 percent. But the economic plan target to raise 
the gross production of agriculture 16-18 percent by 1980 compared 
to 1975 and that of the foodstuffs industry simultaneously by 28-30 
percent, has not been achieved. The increase attained was 12 
percent in agriculture and 21 percent in the foodstuffs industry. 
The production fluctuations in agriculture are the result of 
reverses in crop production in some plan years. 
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Table 1: Rate of Increase (2% per Year) of Gross Production in the 
Food Industry, 1976-1981 

















Sector 1976 1977 1978 1979 1980 1981 
Agriculture -2.7 10.3 2.0 -1.1 3.4 1.0 
Food, beverage, and 

tobacco industry 1.4 9.9 0.4 2.6 3.0 


(Food industry) 





Sources: "Statisztikai evkonyv 1980, "Budapest, 1981, pp 164 and 
249; “Statisztikai evkonyyv1981," Budapest, 1982, pp 95 and 
157 


Nonfulfillment of the 1976-1980 economic plan in the food industry 
was caused by the slower growth of production in the meat and canned 
goods industry, which, on its part, can be traced back to an 
insignificant increase in domestic agricultural production on the 
one hand and the foreign market situation on the other hand. Towards 
the end of the seventies, unprocessed agricultural products could be 
sold in the West at increasingly more favorable prices while 
processed goods only brought in depressed prices. An increase 
according to plan of the production of the processing industry 
concerned--while fully meeting the domestic market demand--would not 
have been economically justifiable under these circumstances. 


In spite of its unmistakable production increases, the Hungarian 
food industry in good agricultural years was frequently unable to 
process the accumulating raw material fully and/or on time. This 
applied primarily to fruit and vegetable processing but also in part 
to meat (slaughter hogs). On the other hand, capacities were not 
fully utilized in socalled bad agricultural years. 


The Hungarian food industry lagged in the seventies as regards its 
competitiveness on the increasingly sharply contested world market. 
The development of its production was primarily oriented toward the 
domestic market at least up to the early part, but actually to the 
middle, of the past decade. Primarily those products were exported 
that were available over and above the satisfaction of the domestic 
demand. Most of the products could be sold without special effort 
and without marketing. Since, as a rule, the domestic market did 
not demand top quality, this situation had a negative influence on 
the general quality level of foodstuffs processing. It is true, the 
discrepancy between raw material production of agriculture and the 
processing capacities of the food industry were noticeably reduced 
in the last 5-year plan, a series of processing capacities that 
guarantee assured and profitable sales on the world market were 
newly put in operation and the growing demand of the domestic 
consumers could be satisfied at a relatively high level almost all 
the time. However, at the same time, the increase in the 
profitability of the production and the change in the product and 





supply structure did not make sufficient progress in the direction 
of world market level products. 


No modern integrated technological chain has been developed in the 
food industry in spite of brisk and extensive modernization measures 
and investments for expansion. Frequently modern production 
facilities and obsolete auxiliary equipment or also inadequate 
transportation and storage capacities are operating side by side and 
detract from the economic benefit of capital as the production 
factor. In recent years this has had a strong effect on a 
declining capital productivity in the food industry. 


Higher Nutrition Standard 

Hungary, which occupies a “middle” rank in its economic development, 
now possesses a high standard of nutrition in an international 
comparison. Despite occasional supply bottlenecks and shortcomings 
in the distribution network, the supply and demand of the food 
market--with rising prices and also rising but comparatively low 
income--are largely balanced. Nutrition awareness and food 
consumption in Hungary, with regional differences, continue to be 
strongly oriented to traditional patterns. In 1981, the average 
Hungarian consumer had a total per-capita consumption of 71.8 kg of 
meat and meat products and about 2.2 kg of fish and fish products, 
172 kg of milk and milk products (not including butter), 315 eggs, 
31 kg of fat (including 2 kg of butter), 114 kg of flour and rice, 
36 kg of sugar, 3 kg of coffee, 33 liters of wine, and 88 liters of 
beer, 9.5 liters of high-percentage alcoholic beverages, 84.6 kg of 
vegetables, 80 kg of fruit and other foods, beverages, and tobacco. 
The daily per-capita nutrient consumption was about 13,690 kilojoule 
and the protein, fat, and carbohydrate consumption amounted to 104, 
133, and 408 grams, respectively. In calorie consumption Hungary, 
in an international comparison, was approximately at the level of 
the Scandinavian countries; for animal protein, its consymption 
approximately corresponds to that in Austria and France. 


Hungary occupies a middle position as regards per-capita meat 
consumption compared to other CEMA countries. Thus, for example, in 
1980 the average Soviet citizen consumed 57 kg; the Bulgarian, 66; 
and the Czech, 85: or the East German about 90 kg of meat and meat 
products.’ However, in recent years among the CEMA countries only 
in Hungary was it possible to purchase the desired meat and meat 
products at all times and everywhere and in an attractive 
assortment. The per-capita meat consumption in Hungary has been 
constantly rising since tie end of World War II. The increased 
consumption affects primarily pork, which is traditionaily preferred 
in Hungary. Pork, with 56 percent, constitutes more than half of 
the total consumption. One of the causes is likely to be the fact 
that many Hungarian households raise their own hogs and occasionally 
do their own slaughtering several times a year. In addition to 
pork, poultry has increasingly gained in importance and today meets 
24-25 percent of the meat consumption. Accordingly beef 











Food Supply in Hungary 








Table 2: Production of and Foreign Trade With some Selected Food 
Industry Products (in 1,000 tons, unless otherwise 
indicated) 

Production 1970 1975 1980 1981 

Meat with bones 

Production 308 546 608 595 
Import 57 10 12 16 
Export 43 108 161 152 

Hard sausage 
Including salami 34 38 42 43 
Production 9 10 13 13 
Export 5 6 8 8 

Edible fat 60 99 101 91 

Poultry for the table 93 133 171 186 

Milk (million liters) 503 668 700 819 

Butter 20 18 32 32 

Cheese 24 23 38 42 

Edible oil 18 27 39 40 

Sunflower oil 

Production 34 50 129 185 
Export 19 29 85 117 

Bread 946 890 370 851 

Baked goods (million units) 1898 2444 2747 2823 

Chewy candy 26 26 30 30 

Sugar 

Production 280 308 468 490 

Import 34 183 36 130 
Canned meat 

Production 28 48 59 43 

Export 8 22 36 30 
Canned vegetables 

Production 207 237 301 277 

Export 156 195 234 232 
Canned fruit 

Production 135 178 232 202 

Export 82 98 126 139 

Refreshment drinks (million liters) 37 133 233 263 

Wine production (million liters) 219 235 241 239 

Beer (million liters) 

Production 501 662 784 793 
Import 114 102 139 162 
Cigarette production (billion units) 22 25 27 27 





Source: "Magyar statisztikai zsebkony 1981," Budapest, 1982, 
p 146 ff 





consumption is low; it hardly showed any increase in the long term. 
Consumption of veal, mutton, and horse meat is low in quantity and 
practically without importance to the balance sheet for meat 
consumption. 


In Hungary, fish and fish products traditionally are not preferred 
foodstuffs. Per-capita consumption, which was 0.6-0.7 kg prior to 
World War II, did increase in the meantime to 2.7-2.8 kg, but has by 
far not reached the level recommended by the science of nutrititon. 
The Hungarians today consume only about half of the quantities of 
fish customary in other comparable countries without direct access 
to the sea, such as, for example, Czechoslovakia. Plans are to 
stimulate fish consumption and to raise it to an annual per-capita 
consumption of as much as 4 kg for which adequate quantities of fish 
would be available. However, it is questionable whether the average 
consumer is interested in that with present prices and price 
relationships. In view of the continuing increase in the suantities 
caught and processed, growing quotas are likely to be available for 
export during the coming years. It is characteristic of the 
structure of meat consumption in Hungary that approximately 76-80 
percent fresh meat is being consumed and only 20-24 percent 
processed products. This is the result of too high prices compared 
to the popular types of meat, especially for long-keeping and hard 
Sausage products, but also of the shortage of available quantities 
on the domestic market. The processing capacities of the meat and 
canned goods industry up to a very short time ago were not big 
enough and moreover their products were also exported. Only by 
expanding the appropriate processing capacities did they succeed in 
generally expanding and improving the supply assortment and to 
increasingly satisfy the growing domestic demand. 


Maintaining the Standard of Living 


The standard of living policy of party and government and planning 
of Hungary's socioeconomic development for the first half of the 
eighties are primarily directed toward maintaining the standard of 
living reached in 1980. In view of the planned moderate growth of 
mational income during the 1981-1985 S-year plan period, it will 
probably not be possible to increase private consumption by more 
than 1.3-1.5 percent on the average and the per-capita real income 
of the population by 1.2-1.3 percent. The plan provides for the 
purchasing power of the real wages to remain at the 1980 level up to 
1985. In the development of the standard of living, improvement of 
working conditions, of the work organization, introduction of the 5- 
day workweek, and similar factors that have a positive influence on 
the public without an excessively high financial expenditure will be 
stressed in the planning period. An annual increase of 2.8-3 
perceos is planned for social insurance benefits from 1981 to 

1985. 
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The rate of increase in food consumption, which had been about 2.5 
percent on an annual average during the sixties, dropped to 0.3 
percent per year during 1976-1980. No higher rate of increase is to 
be expected during the first half of the eighties either. In view 
of the present relatively high consumption level for various 
foodstuffs, what is important in the future is primarily the 
differentiated development of the food consumption in the direction 
of a physiologically healthier nutrition. 


After the prices of the most important foodstuffs had been raised 
only moderately from 1970 to 1978, the Hungarian government in 1979 
decreed a price increase of 20 percent on the average (for bread, 
milk, and some other basic foodstuffs even considerably more). In 
1981, the prices of meat and meat products were again raised by 10 
percent on the average. Causes for the raising of the food prices 
are: a) greatly increased production costs in the food industry; b) 
the intention of reducing the state consumer subsidies for 
foodstuffs, which could hardly be financed any longer, by 30-40 
percent on the average (these subsidies benefit not only the 
socially weak strata of the population but also those in higher- 
earning positions qad not least the many tourists and guests from 
foreign countries! ); and c) to prompt the population to use the 
high-grade, foreign-exchange-earning foodstuffs economically and in 
this manner to make available additional quantities of foodstuffs 
for exports. 


Consumption Prognoses 

The Hungarian prognoses on the development of food consumption 
during the eighties and beyond to the year 2000 assume a further 
increase in per-capita consumption of some important products. That 
applies especially to animal protein and to vitamin-enriched 
products; a decrease is expected as regards grain processing 


Table 3: 1985 Food and Nutrient Consumption in Hungary 


Maximum in 














Products Minigum Two Variants Realistically 
Meat* 68.9 78.4 °° (77.1 74.3 
Fish* 2.5 3.6 3.0 2.9 
Milk 143.6 176.0 180.0 154.7 
Eggs* 17.1 20.8 22.0 18.3 
Animal fats* 29.4 31.4 30.0 31.3 
Animal protein** 51.6 60.4 60.4 55.5 
Vegetable protein** 50.0 44.8 44.8 46.5 
Fruits and vegetables* 164.0 171.0 171.0 177.5 





* kg per capita per year 
** gram per capita per day 
Source: ELELMEZESI IPAR, 8/1980, p 295 





products and fat. The planning department of the Ministry for the 
Food Industry prepared a forecast in 1980 on the possible and 
probable development and course of food consumption in several 
variants. This forecast realistically predicts, among other things, 
an annual per-capita meat consumption of 74.3 kg, fat congymption of 
31.3 kg, and fruit and vegetable consumption of 177.5 kg. 


Excess weight, which affects one third of the Hungarian population, 
thus remains a problem also in the future that has a negative effect 
on public health. The growing consumption of alcoholic beverezes 
which--despite repeated hefty price rises--continues to increase, 
apparently without any prospect of stopping it, causes great worries 
to the persons concerned with nutritional policy in Hungary. 


The food supply of the Hungarian domestic market functioning without 
Significant problems in the early eighties is based in the first 
place on the relatively high potential of agriculture and on the 
stepped-up development of the production capacities of the meat, 
dairy, canned goods, vegetable-oil, and refrigeration industries, 
especially during the second half of the past decade. In view of 
the export assortment of the food industry, where meat and meat 
products play an especially big part, meat production and meat 
export are to be examined in greater detail in the following. 


Industrial and Industry-like Meat Production 


Meat production is an important branch of the Hungarian economy. If 
poultry anad egg-processing industries are included, the meat 
industry contributed 6 percent on the average to the gross 
production of Hungarian industry during the second half of the 
seventies and it employed at the same time 1.7-1.8 percent of 
industry's labor force. In 1980, the annual per-capita production 
of meat and meat products was in the neighborhood of 150 kg. 

Poultry accounted for 33 kg of this quantity. At the beginning of 
the eighties, Hungary's per-capita meat production is at the level 
of the European Community, about 5 times as high as the world 
iverage and 100 percent over the CEMA average. Hungary produces 6-7 
percent of the total FEMA meat production while its CEMA population 


share is 2.7 percent. Including all associations and trusts, 24 
enterprises, and thus 1.74 percent of all industrial enterprises, 
belonged to the meat industry in 1981. Simultaneously additional 13 
state entetprises were working in the poultry and egg processing 


j 


industry. 


In the individual calendar years reverses have also been clearly 
noted in the developmental dynamics of meat production, which for 
the most part were the result of the difficulties in feed supply, 
but occasionally also coming from animal epidemics or--because of 
the specially great importance of pork in meat production--also 
caused by the hog cycle registered until 1976/77 and in the past 








decade not least also because of a shortage of processing 
capacities. From 1980 to 1985, industrylike and industrial meat 
production in Hungary is likely to be increased by 10 and perhaps 
even by 12 percent based on the relevant determining factors. 
Hungary would like to export two-thirds to three-quarters of this 
production growth on account of the slow rise in domestic 
consumption. 


Table 4: Meat Production in Hungary (in 1,000 tons) 














Products 1960 1970 1975 1976 1977 1978 
Meat, total 816 1040 1422 1324 1467 1525 
Including: 
beef and veal 151 204 229 200 199 208 
Pork 499 589 892 799 931 955 
Mutton and goat 9.7 17.9 ere! 13.6 14.1 15.0 
Poultry 122 224 280 308 320 342 
Other 34.1 5.4 4.2 4.2 4.2 5.0 
Products 1979 1980 1985* 
Meat, total 1521 1541 1690 
Including: 
beef and veal 212 196 200 
Pork 963 977 1050 
Mutton and goat 15.7 i6.0 25.0 
Poultry 325 347 385 
Other 5.0 5.0 = 


* estimated 

Source: for 1960-1976: “CEMA Yearbook", Moscow, 1978, pp 207-208; 
for 1977-1980: Ibid. 1981, p 229 

in close connection with the stepped-up expansion of the processing 

capacities of the meat industry, primarily in the second half of the 


seventies, production of meat products increased at an especially 
dynamic rate. 


Based on the available processing capacities which were anyway 
already overtaxed, the meat industry was unable to produce more meat 
products in 1976-1980 even with the output of the cooperative 
enterprises added, which contributed about 15 percent to the total 
production. Moreover, because of the prices the demand of the 
Hungarian consumers was directed toward fresh meat and therefore 
provided only a weak impetus for increasing the level of processing 


in the meat industry. Even today some sausage products and canned 
meats are disproportionately expensive in Hungary in comparison to 
fresh meat. Thus, for example, salami cost 220 forint per kg in 


Budapest in June 1982, while the consumers had to pay only 60-90 
forint on the average per kg of quality meat. 
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Table 5: Development of Output of Meat Products (in 1,000 tons) 





Products 1970 1975 1979 1980 1981 
Fresh meat (with bones) 307.7 546.1 591.6 607.9 595.7 
Soft sausages 37.1 58.5 68.2 69.0 . 
Meat sausages 33.6 38.2 38.4 41.6 43.4 
“Gyula” long-lasting 

sausages 5.8 6.0 6.2 7.6 : 
“Salami” long-lasting 

sausages 8.6 9.7 13.3 13.2 12.8 
Canned meat 27.8 47.6 58.6 59.1 52.9 
Table poultry 93.2 133.3 160.7 171.0 184.4 





Source: "Statisztikai evkonyv 1980," Budapest, 1981, p 163 
"Statisztikai evkonyv 1981," Budapest, 1982, p 110 


The increase in the level of processing in Hungarian meat production 
is a long-drawn-out and complex development process that is closely 
connected with the available production capacities and investment 
funds, production and sales policy goals, with profitability of the 
individual products and not least also with the development of 
domestic and foreign demand. At this point it should be noted that 
especially the markets in the West that are particularly 
important to the significant Hungarian meat and meat product exports 
increasingly are demanding processed meat producte. The Hungarian 
meat industry tries to meet this requirement and plans to raise its 
production of meat products of high and higher level of processing 
by 20-30 percent if the profitability situations of the products 
permits it. This development corresponds to the international trend 
in increasing the output of meat products, that is the clear raising 
of the share of processed goods in animal and meat production in 
line with the rise in the standard of living. 


Hungary, the Leading CEMA Meat Exporter 


In the early eighties, Hungary presents itself as an important net 


meat exporter. according to export sales, Hungary is the biggest 
CEMA meat exporter with a share of 36 percent in total meat and meat 
product export. dAowever, in world meat trade, Hungary, with an 


about 4-5 percent share, is correspondingly less prom.cent in view 
»f the great importance of powerful competitors such as, for 
example, Argentina or also the European Community; but is has, gt 
the same time firm and above all expandable market positions. 
Hungary has a considerably higher share with regard to long-lasting 
sausages, some canned meats and other meat products. The share of 
meat and meat products in the total Hungarian export from 1975 to 
1980 amounted to Ll-12 percent on the average, amounting to 25.5 
billion forint in 1980. In 1980, Hungary delivered about 364,000 
tons of slaughter animals, meat and meat products to foreign 
countries. That corresponds to about 25 percent of the country's 











total meat production. For poultry, the export ovare in production 
is usually even higher, namely around 30 percent. 


During the past decade, Hungarian meat and meat product exports, 
apart from beef exports that clearly declined after 1975, 
experienced a dynamic development. It is noteworthy that Hungary, 
which still was a net importer of pork in 1970, always achieved 
export surpluses in subsequent years, which in 1980 amounted to 
about 90,000 tons. In 1980, Hungary's net exports were about six 
times as much canned meat, over four times as much rabbit meat and 
goose liver than 10 years before. But the development of the meat 
and meat product export was subject to great fluctuations from 1970 
to 1980, which were primarily the result of temporary reverses of 
the domestic production but also occurred as a consequence of the 
prevailing market situation, primarily in the West. This cyclical 
development affected above all the fresh meat export, particularly 
of beef and pork, that were subjected to especially strong sales 
fluctuations. It has again been confirmed that high grade processed 
goods have a stronger position and their sale is less dependent on 
cyclical conditions in the international competition on the world 
market than unprocessed goods. 


For years the Hungarian meat export was unable to completely 
overcome the 1974 decline of its live animal exports on the European 
Community market, a decline that was caused by the import ban on 
slaughter cattle and beef and that led to considerable shifts in the 
country structure of the slaughter cattle exports. Above all, 
Hungarian exporters did not succeed in compensating for the sales 
losses through increased substitution with other products, as had 
been planned. The export decline was not made up until the 
processing industry was put into the position of being increasingly 
able to offer more meat products as a result of specific investments 
and until the European Community canceled the ahove-mentioned import 
ban (1977). 


in 1980 Hungary sold just over 50 percent of its live animal exports 
is well as its meat and meat product exports on the Western vet 
and approximately 75 percent against freely convertible fo 

exchange. The biggest customer for Hungarian meat exports is 

Soviet Union, which by itself gets almost half of the available 
quantities (in some years the Soviet Union even attains a 63 percent 
share in pork exports). At the same time, the European Community 
nas a share of about one third. For meat, Italy, Greece, France, 
the FRG, and Switzerland are Hungary's most important Western 
markets. Hungary sells processed meat products mostly in the West. 
The FRG is the most important market for salami and long-lasting 
sausages (shares: 35 and 30 percent compared to the Soviet Union's 5 
and 9 percent). 


East and West receive nearly half each of Hungary's canned meat 





exports. Particularly in the second half of the seventies, some 
Arab countries of the Near East, such as Kuweic, Iraq, Syria, 
Lebanon, etc and other oil exporting countries such as Nigeria and 
also Mexico and not least the two industrial giants, the United 
States and Japan, achieved increasing importance in Hungary's meat 
sales. Market-economy-oriented countries purchased 90 percent of 
the slaughter sheep, 100 percent each of the slaughter rabbits and 
live game, 54 percent of the slaughter cattle and calves (prigarily 
Libya and bg benca) and only 12-15 percent of the hogs for 
slaughter. 


Table 6: Hungary's Net Exports of Meat and Meat Products (in 1,000 











tons) 

Products 1970 1975 1977 1978 1979 1980 1981 
Fresh meat, total -16 98.2 116.2 92.3 120.8 148.6 135.7 
Including: 

beef and veal 13.8 48.2 31.1 24.0 59.6 38.6 32.7 

pork “32.3 38.0 73.0 48.5 62.2 90.0 83 

mutton 2.0 2.0 2.0 3.0 3.0 3.0 2.0 

rabbit meat 3.0 7.0 11.0 11.0 11.0 13.0 13.0 
Poultry meat 57 104 118 121 128 135 157.0 
Salami 5.1 5.8 8.7 8.1 8.1 8.1 8.2 
Other long-lasting 

sausage types 2. 2.4 1.9 2. 2.7 2.8 2.6 
Canned meat aot 20.6 27.6 29.1 30.5 32.6 30.0 
Goose liver 0.2 0.4 0.7 0.6 0.6 0.8 0.8 
Sources: "“Statisztikai evkonyv 1980," pp 315 and 319 

"Statisztikai evkonyv 1981,” pp 246 and 249-250 

According to official plan data, Hungary is to increase its live- 
animal, meat, and meat product exports from 364,000 to 407,000 tons, 
that is by Ll2 percent. In this connection, above-average rates of 
increase are to be expected for slaughter sheep, mutton, rabbit and 
squab meat, snails and frog exports. Hungary can expect to multiply 
its exports in these areas. It is to be noted that in the past 
decade foreign demand for slaughter sheep and mutton as a rule 

itd mot be satisfied by a wide margin because of a lack of 
prod t ’ ipacities., Even then the sales to the West of rabbits, 
game, enails, squab and goat meat increased rapidiy; the extent of 
these sales was determinend in each case for the most part by the 
Hungarian ability to deliver. There are also some opportunities to 
expand the beef export on the European Community market, while the 
beet export an be increased within certain li@mits to the United 
States, Japan, Saudi Arabia, Egypt, Iraq, and other countries and 
not least ¢ the Soviet Union, depending on export profitability in 
each ase 


The trend learly noted in the late seventies of shifting meat and 











meat product exports on the one hand to the oil-exporting developing 

yuntries but also overseas and on the other hand to CEMA (primarily 
the Soviet Union) against freely convertible foreign exchange, is 
likely to become gore evident in 1985. At the same time, meat 
import, which c.atinues to be considered as small and without 
Significance anc basically has the character of enriching the 
product assortment by foreign specialties, will continue to be 
Maintained at the present level, that is from 10,000 to 15,000 tons 
per year. 


Because of the tight balance of payment situation (growing debt to 
the West), Hungary, similar to other CEMA countries (Bulgaria, the 
GDR, Romania, and even Poland), in 1981 and 1982 was increasingly 
torced to export agricultural products and foodstuffs. But at the 
present level of food production, this was not noticeable in Hungary 
in the supply of the domestic market except for a very few high- 
grade processed goods, such as, for example, salami, Gyula long- 
lasting sau@age or canned ham. With a planned annual increase of 
agricultural production until 1985 of 2-2.8 percent on the average 
and of foodstuffs production by 3 percent, two-thirds to three- 
fourths of the production growth is likely to be available for 
export purposes without considerably reducing domestic consumption. 
However, in other CEMA countries that have not yet found a way to 
reconcile the overall economic interests with the peasants’ own 
imitiative on an economically defensible basis and to modernize and 
expand their food industries in accordance with demand, the 
consumers will have to continue to pay for the unavoidable food 
exports by being denied such items. 
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HUNGARY 


FACTS, ORCANIZATION, WORK OF PATENT OFFICE GIVEN 
Budapest NEPSZAVA in Hungarian 7 Jun 83 p 12 
[Umsigned article: "Activity of the National Patent Office"] 


[Text] The National Patent Office (OTH) came into being in 1949 with the 
reorganization of the Patents Office formed in 1895 and the Patents Court 
created in 1920. 


The basic activity of the OTH takes two directions: it is the national authority 
for protection of industrial rights and the central state organ for guidance in 
principle in such matters. 


In the most general sense the protection of industrial rights means the activity 
and the institutional system connected with legal protection of intellectual 
creations of economic significance and legal protection of distinguishing marks. 


According to the list set down in an international agreement the sphere covered 
by protection of industrial rights includes inventions, consumer patterns, 
industrial patterns, trade marks, trade names, marks of derivation and 
indications of origin. 


In addition to the above practice the legal protection of innovations is 
included in protection of industrial rights. 


l. The OTH, as the national authority for protection of industrial rights, 
conducts investigations and passes decisions in the matter of inventions, trade 
marks, industrial patterns and indications of origin submitted, keeps a record 
of the rights and takes action in proceedings involving patent, trade-mark and 
industrial pattern rights which have been issued. 

2. The OTH, as the central state organ for guidance in principle for the 
protection of industrial rights, constantly studies economic regulations affect- 
ing this activity and on occasion submits government proposals for their 
development in the interest of having the conditions for the innovative and 
inventive work of innovators, inventors and management organizations be in 
harmony with the needs and changing circumstances and encouraging the spread of 
such activity and having it be more effective. 











One of the most important areas of central state guidance in principle of the 
protection of industrial rights is continually influencing the innovator and 
inventor movement in cooperation with state guidance organs and social organs 
(the National Council of Trade Unions, the Central Committee of the Communist 
Youth Federation and the Federation of Technical and Scientific Associations). 
In this area one can list the organization of branch, megye and professional 
innovation and invention exhibits, exchanges, conferences and competitions, 
holding propagation of information lectures, publishing guides, giving legal 
advice and aiding enterprise industrial rights protection activity. The study 
of achievements, deficiencies and possible hindering factors takes place 
within the framework of supervisory inspections. National data are collected 
and published, enterprise, professional and from time to time national innovators’ 
and inventors’ conferences are organized and the industrial rights protection 
and inventors’ activites of the enterprises are developed and aided. 


Within the sphere of central state guidance in principle of the protection of 
industrial rights the office guides in principle and, in part, carries out 
operationally patent documentation and information activity also. Within the 
framework of this it publishes the SZABADALMI KOZLONY [Patent Gazette] and 
patent descriptions. Within the framework of the Patent Collection it stores 
about 15 million industrial rights documents acquired within the framework of 
an international document exchange from 20 industrially developed countries; 
the documents are increasing by about half a million per year. These are made 


available to those interested as a library or within the framework of a 
computerized service. 


The OTH carries out systematic studies for state guiding organs concerning 
trends which can be established in technical development on the basis of 
patent information. Study course training and further training of industrial 
rights protection experts, not only for the office but also for other state 
guidance organs and management organizations, constitute an important part of 
its state guidance in principle activity. 


In keeping with the character of its activity the OTH has extensive domestic 
and international contacts, and it develops these in accordance with the 
possibilities. 


The contacts and cooperation forms of the office in the state organization are 
determined by the circumstance that it is an organ with national authority under 
the direct supervision of the Council of Ministers. The Council of Ministers 
exercises supervision over the National Patent Office through the chairman of 
the National Technical Development Committee. 


In its sphere of authoritative activity the office has a legal link with the 
Capital Court, acting as a forum for legal redress, with representative organs 
(the Danubia Patent Office and attorneys' work groups) and with domestic and 
foreign citizens and management organizations appearing as clients. 


The OTH cooperates with the ministries and other organs with national authority 
primarily in the sphere of guidance in principle. It has operational working 











contact with the Association of Creative Youth and with the Innovation Founda- 
tion of the MNB [Hungarian National Bank]. The office maintains extensive 
regional contacts, primarily with the mediation of the megye trade union 
councils. 


In the area of patent information services the OTH operates a joint computerized 
theme watching service with the Industrial Information Center. In the area of 
training in industrial rights protection the office cooperates with university 
and its branches of further training institutions and with the Hungarian 
Industrial Rights Protection Association. 


The international contacts of the office are equally broad; in recent decades 
chese have developed within the framework of CEMA, in the area of the activities 
of the World Organization for Intellectual Property (WIPO, a specialized 
organization of the UN) and in various bilateral contacts. 


An extensive network of international agreements regulates the concrete 
content, forms and methods of cooperation. 


In 1971, in the organizational system of CEMA, there came into being a conference 
of patent office leaders of CEMA member countries, which organizes cooperation 
extending to the entire system of patent affairs (legal regulation, study methods 
patent information, patent expert training, international cooperation with third 
countries, etc.). Achievements especially worthy of mention were the 

development of three inter-government agreements and the creation of the 
international Patent Information System. 


The activity of the World Organization for Intellectual Property extends 
primarily to administration of valid international industrial rights protection 
agreements and to carrying out international registration tasks. In 1909 
Hungary joined the Paris Union Agreement established for the protection of 
industrial property and in addition it is a member of a number of other 
international industrial rights protection agreements. 


Our world-wide participation in international cooperation in the protection of 
industrial rights, which creates contacts with about 120 countries, makes it 
possible for Hungarian inventions and trade marks to have favorable conditions 
for protection abroad. Especially important in this respect is the Paris Union 
Agreement which ensures that Hungarian applicants will get equal treatment 
ubroad with local applicants and it ensures the priority of the domestic 
reporting day within 12 months. Also of outstanding significance are the 

Patent Cooperation Treaty (PCT), which makes possible the submission of an 
international patent report for Hungarian inventions, with the intervention of 
the OTH, and the Madrid Agreement, which makes possible an international listing 
of trade marks, again with the intervention of the OTH. Our participation in 
international industrial rights protection agreements creates favorable 
conditions for learning of the achievements of foreign firms and for cooperation 
with them as well. More than 50 percent of the clients in Hungarian patent and 
trade mark proceedings are foreign. 








Inter-office contacts dominate in the area of bilateral contacts; in some 
cases (Hungarian-French, Hungarian-Cuban and Hungarian-Soviet relations) as 
part of cooperation being realized in mixed inter-government committees. The 
office cooperates regularly with the offices of seven CEMA member countries 
and with the patent offices of three additional countries (Algeria, France and 
Austria) on the basis of agreements. 
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HUNGARY 


FIVE-FOLD INCREASE IN PRIVATE OWNERSHIP OF CARS REPORTED 
Budapest NEPSZAVA in Hungarian 9 Jun 83 p 5 
(Article by -ben-: “Statistics on Four Wheel s*/ 


[Text] According to the latest returns of the Central Bureau of Statistics, 
there are more than one million privately-owned passenger cars in Hungary, 
meaning that every tenth inhabitant of Hungary owns a car. In 1971, the 
number of people per passenger car was only 40, dropping to 19 already in 
1975. While in earlier years a considerable difference could be demonstrated 
in the number of automobiles used in different regions of the country, 
lately this difference diminished step by step, thus indicating a lessening 
ot dissimilarities between regional living standards. 


While in 1971 blue collar workers had owned 36% and white collar workers al- 
most 592 of the total number of automobiles, ten years later (the year of 
the survey), there is hardly more than 4% difference between the two groups 
in favor of the white collar workers. At the same time, passenger car 
ownership share of retired persons and dependents had almost doubled. More- 
over, it is characteristic of the rate of growth of Hungarian passenger car 
ownership that among nearby European countries, only Czechoslovakia, Greece 
and Poland can show similar data. In 1981 the Federal Republic of Germany 
was the Eurcpean country best supplied with automobiles, with a passenger 
car tor every 2.6 inhabitants. 





while there is a significant increase in the number of cars in Hungary (one 
of the reasons is that the old vehicles are still being used so that practi- 
cally the number of cars sold per year represent the increase)--a result of 
rising gasoline prices--the use of automobiles ha; noticeably decreased. Also, 
this might be the reason for the fact that, before the price increase, cars 
in Budapest had been driven more than those in the country, yet by now, this 
ratio had been turned around. In 1981, the cars of Budapest lagged by almost 
300 kilometers behind the distance travelled by cars in the country. During 
the year of the survey, cars in the capital travelled within city limits 
1,200 kilometers less than in 1975. The corresponding decrease in provincial 
towns has been 100 kilometers and in villages 200 kilometers only. 


The inhabitants of Budapest chose streetcars, subways and buses for city 
transport because it is cheaper, but for long-distance travel the car proves 





to be more economical than the railroad or the long-distance bus—provided 
it involves a family of at least four. The cost difference can be signi- 
icant, considering express train prices, and compares favorably even by 
adding the proportionate share of the car‘s purchase price to that of 
gasoline. 

thus, the survey tinis that it is worthwhile to travel by private car on the 
roads of Hungary for long-distance trips, but not for short ones. Of 
course, differences should be taken into consideration. Those living in 
Budapest, able to save money on local transportation, prefer to use their 
car tor long-distance trips. Yet country people—-who have to drive their 
car several times in order to take care of their daily business—try to save 
money Dy giving up long-distance excursion trips by car. 
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POLAND 


MERITS OF INCOME LEVELING TAX FOR UPPER BRACKETS CONSIDERED 
Fine or Incentive 

Warsaw TRYBUNA LUDU In Polish 20 May 83 p 4 

[Article by Wieslaw Wesolowski] 


[Text] The announcement of the new taxation policy 
prompted keen public interest. Letters containing 
comments, proposals, and conclusions are being received 
by the newspapers, anc periodicals, including the 
TRYBUNA LUDU. Readers agree that the tax policy 
principles demand resolution, and they accept the 
general proposals of the tax, however, they have also 
expressed their misgivings. These concern, among other 
things, the role of the income leveling tax insofar as 
high incomes are concerned. In response to our readers’ 
misgivings, today we are publishing a dialogue by two 
journalists, Wieslaw Wesolowski, and Krysztof Krauss, 
who Dr many years have written on economic topics. 

We believe that their opposing views and comments will 
influence the final shape of the laws regulating the 
tax issues. 


According to rather widespread feelings, the tax represents a type of fine 
or fiscal repression, especially among the workers employed in state or 
cooperative enterprises, and those in the socialized sector, who generally 
share the conviction that money put in one's pocket will only serve 
individual needs, whereas concern for the general welfare belongs to the 
nation as a whole. 


This view includes the fairly recent argument associated with the repeal on 
the tax on bonuses, as well as the awareness of the losses suffered by the 
public because of poor management, and the growth of speculative fortunes. 
It is also worthwhile in my opinion, to consider the initial circumstances 
present, for example the reluctance and lack of tradition insofar as the 
taxing of one's wages is concerned, during the implementation of the 
general income leveling tax. 








The new income leveling tax differs from the old one through a sinimal 
number of exemptions and reductions. Raising the annual level established 
at 300,000 zlotys according to the proposal presented for comment before 
submitting it in the Sejm, qualifies the unemployed wife and children, 

the income earned on free days, state and jubilee awards, social benefits, 
and up to 50 percent in honorariums for creative work, by way of costs 
incurred in the earning of this revenue, and the expenditures for housing 
construction. Others should be taxed initially according to a gradual 
progressive tax (a 7,200 zloty tax on income in excess of 36,000 annually, 
and 13,200 on income above 60,000 zlotys annually), followed by a steeper 
progression. Earning an income of over one half million zlotys annually 
in the sociaiized economic sector is practically impossible, because the 
tax on 720,000 zlotys is 200,400 zlotys, and 700 zlotys for every thousand 
yvver this amount. While in the next tax bracket, the tax assessment 

would be 750 zlotys. 


Taking the situation of the average family into consideration, the maximum 
salary is standardized at approximately 40,000 zlotys monthly, or 3.5 times 
the average, which corresponds to the entry in the Ninth Congress resolution. 
A remark concerning the margin, here it is necessary to differentiate the 
tax's practical blockage of the high end of the salary scale from the amount 
free from taxation, which according to the revised proposals exceeds twice 
the average. 


in Light of Statistics 


in this manner the new tax formation will increase the number of taxpayers 
concerned. The numerous former exemptions have decreased the number of 
tuxpayers, those workers burdened with the income leveling tax decreased 
to 35,000 last year, and in total this group paid one half less than the 


},900 person group involved in specialized agricultural production, and 
cagmmonly referred to unpolitely as “vegetable growers,” who provided 40 
million zlotys for the State Treasury, and will continue to be subject 

tax for a while longer, until they are covered by the agricultural 
t is also possible to imagein tax evasion by the thousands of 
taxpayers, especially those who have income from several sources, and this 


, 
, , 
owint to loopholes. 


« Minister of Finance expects that the income leveling tax will encompass 
oproximately 80,000 socialized economy employees in the second half of the 
ear, that is if the Sejm adopts the resolution. This figure will certainly 
« verified by a system of stricter payments. Last September even before 

the wave of payments, salaries over 24,000 zlotys were earned by 221,000 
workers, wages over 30,000 zlotys were earned by approximately 88,000 

which almost 79,000 were employed in the coal mining industry, with high 
wages primarily due to work on free days, and exempt from taxation. In any 
doubtful that a prediction error of similar magnitude would 
be committed as was the case with early retirement. Even if this tax 
were to include approximately 120,000 workers, it would barely correspond 
t me percent of those employed. Would it then constitute a substitute 


ise it appears 





No, since the income leveling tax will affect the employed individuals, 
especially the workers, the most efficient, hard-working and most qualified 
group. And if the immediate objectives must be approved by the restoration 
of fiscal balance through the equitable distribution of the costs incurred 
by the crisis, it is worthwhile to realize the danger and carefully observe 
the development of the situation. Insofar as it concerns antiinflationary 
behavior, then even one-half billion zlotys collected in this manner from 
the workers in the socialized economy will not reduce the commodity gap 
estimated at 500 billion zlotys. The linkage of the concept of fairness 
together with income earned through efficient work is not really a step 
forward, especially considering the income that is dishonestly earned, 


and the general disruption of the linkag: <£ work output and wages on a 
broad economic basis. 


Specifically it is this last fact which occasions the fact that the 
implementation of the tax on high earnings, prior to adjustment of the wage 
system can create the impression of doing things backwards. In reality, 
earnings of 40,000 zlotys are unrealistic for many millions, all the more 
so if they are a result of highly efficient and well-organized work by the 


chief engineer of a coal mine or a rescue worker, and they should set the 
precedent. 


My Hopes and Anxieties 


It is therefore necessary to observe closely whether or not this egalitarian 
decision brings about such uniformity of salaries beyond which combined with 
the effort and risk involved there will be few eager workers. These are 
real anxieties concerning the implementation of the 300,000 zloty ceiling 

on tax exemption until the end of 1985, if wages are not simultaneously 
linked with production, one may find numerous groups in the tax bracket, 

and little incentive to work efficiently. Finally the most important 
anti-inflationary task concerns increased production and work efficiency. 


These warnings and misgivings, however, do not indicate any opposition to 
the proposal taxing amounts over 25,000. This is an immediate necessity, 
resulting from the country’s market and financial s‘tuation, perhaps ore 


ind then again not one of the functions involved in the resolution of the 
Crisis. 


The current modification of the tax is being considered as an initial step 
in the implementation of a universal income tax representing a form of 
individual participation in the financing of public and common objectives. 
This is a well-known and modern concept, and also one requiring a change 
in views and customs. It can be treated as a reform supplement in a 
ituation where the central leadership resigns its centralized control 
over prices and wages and attempts economic methods of activity. The 
fact of the matter is that it must not harm the reform by standardizing 
wages. Moreover, it does not appear that the current structure of the 
income leveling tax includes revenues obtained from black market services, 
such as varnishing andputting down parquet flooring after working hours by 


individuals who in addition to holding professional positions are good with 
their hand 





in Spite of Unquestionable Merits... 


The modification of the already well-known tax belongs to the unquestionable 
merits considered during discussion of the proposal, including the 
legibility of the regulations, simplification in calculating the tax due, 
few exemptions and an increase in the fiscal gap in comparison with the 
initial concept which involved taxing incomes above the 50 percent 

average, rather than implementing a new tax. 


The divestiture of the tax’s social functions is also considered to be one 
of its unquestionable merits, especially the conversion of incomes of 
workers with families, such proposals were made, which would convert the 
already modified principle of wages based on work into one based on the 
family concept, and would thereby create a rise in poverty equal in income 
and destitution with an aversion for effective work output. Joint features 
linking the income leveling tax with modification in the taxation of 
trades, private commerce, and services as well as agriculture, present an 
opportunity for tax policy cohesiveness and stability. 


Yet the basic issues concern the response to the question: Will this tax 
create barriers for profitability insofar as additional productivity, 
qualifications, and renumerative initiative is concerned? 


Economic Necessity 
Warsaw TRYBYNA LUDU in Polish 20 May 83 p 4 
[Ar’ e by Krzysztof Krauss] 


\Text] The question presented by Wieslaw Wesolowski on whether or not the 
proposed income leveling tax will create barriers insofar as poriftability 
on additional productivity, qualifications, and renumerative initiative 

is concerned, evokes frequent comment. I believe, however, that by 
presenting this question one must also submit two others. First, what 

would happen if such a tax were not implemented. Secondly, will the authors 
of the current proposal assist in preventing the possible weakening 
infiuence this tax may exert upon wage motivation. 


| wish to state distinctly that I understand and accept the concept of the 
income leveling tax for the high income brackets. It is evident from the 
1983-1985 National Socioeconomic Plan adopted by che Sejm, that even 

though market equilibrium will be achieved primarily through increased 
production and services, there is no chance that the gap between supply and 
lemand will be closed in the next 3 years. It will be necessary to 

u’ ‘lize extraneous sales methods in order to influence monetary and 

sarket equilibrium on a limited scale, but nonetheless significant, for a 
short while longer. 





Prices, Wages, Taxes 


In practice, two methods for halting the rise in demand come into play. 
The first concerns the rise in prices, and the second is the cuctainment 
in the rate of increase of nominal wages. Neither of these methods is 
free from negative social and economic consequences. Price increases 
denote a rise in the cost of living, and the hardest hit would be those 
families who are the poorest. 


On the other hand, containing the rate of increase of nominal wages 
indicates a tough wage policy. This in turn, halts increased production 
and weakens the chances for market sales of goods. 


It is necessary to do everything possible in order to limit the scope of 
implementation of these two auxiliary methods for market equilibrium. The 
establishment of the universal income leveling tax for the high income 
brackets limits the need fur the implementation of price increases or for 
freezing wages, by implementing this law and thus eliminating surplus 
money from the market which is suffering from shortages. Wieslaw 
Wesolowski described in a fairly general manner the tax revenue influx 
into the budget. According to the Ministry of Finance's appraisal, this 
tax would remove approximately 10 billion zlotys from the market in the 
next 3 years. This is not a staggering sum, nevertheless it counts in 
the overall budget. 


The matters which I refer to were only mentioned briefly by Wieslaw 
Wesolowski in his article. As I understand, he agrees, though with 
reservations with the view that the implementation of the income leveling 
tax for high income brackets would be justified. He maintains, however, 
that before such a tax could go into effect it would first be necessary 
to deal with the fairly frequent phemonenon of the high incomes of some 
fellow citizens who do not work, as well as the regulation of wages 
within the socialized economy. 


Unfounded Misgivings 


| will overlook the fact that Wieslaw Wesolowski bases his argument on 
miners, who because of exceptionally dangerous and difficult work would 
for ths most part be exempt from the income leveling tax. This is the 
consequence of the plan proposed by the authors anticipating tax examption 
on bonuses and wages for work on free days, Saturdays, and holidays. The 
earnings of this occupational group would surpass the 25,000 zloty monthly 
average primarily because of work on free days. 


| also overlook the fact that not everyone who earns less, does so because 
he is unproductive. There are simply different types of jobs, and not 
every job demands the same type of effort, qualification, risk, etc. 
Therefore incomes must also vary, and all essential jobs must be carried 
out by someone. 





I believe, however, that the author's thesis, that first it is necessary to 
deal with those who have enriched themselves without working, induce those 
who prefer to earn less to work more efficiently, and in general resolve 
the wage issue, and only then consider whether or not the high incomes 
should be taxed, was nm? thought out carefully. 


Certainly one should not accept the speculative and parasitic phenomena. 
uirely we aust also strive for modification of the internal wage structure 
of the enterprises, as well as the wage proportions among the individual 
enterprises, branches, and departments so as to make them more logical and 
economically rational. This, however, has nothing in common with the 
eventual tax on high incomes. These are simply two, and strictly speaking 
three different matters which cannot be considered as one, but must at the 
same time be resolved together without delay. 


| share, however, Wieslaw Wesolowski’s hopes, that in the form currently 
proposed by the Ministry of Finance, the income leveling tax can with 

time begin to exert a negative influence on efficient work output and 
improved economic performance in the factories, but for a totally different 
reason than that stated by the author. 


Now | would like to make several comments on this point. 
shat is worthwhile Discussing 


i believe that the Ministry of Finance failed to draw the appropriate 
conclusions concerning the highly critical appraisal of the original 
concepts on the universal income leveling tax, formulated during the 
recent Sejm debates on the 1983-1985 Plan, and the National Workers’ Aktiv 
ession. The reservations of the session delegates and participants vere 
roused not only by the very concept of the tax of the tax on high income, 
but the proposed ceiling on the high incomes. 


The session delegates and participants determined that fixing the income 
celling at 50 percent over the average wages of the socialized sector 
would leave quite a narrow field of maneuverability for equitable 
mpensation for more efficient or simply arduous work. It was determined 
nat while certain taxes on very high earnings do not act adversely on 
work output, since even after taxes these incomes are quite attractive, 
e prospect of sharing profits which are only slightly above the average 
as a destabilizing effect upon the workers. Currently, for example vwe 
wm consider odd jobs not encompassed by any financial records, and thereby 
t subject to taxation. 


we find that the proposals prepared by the Ministry of Finance until 1985 


t 
income leveling tax, rather than a variable ceiling which would fluctuate 
lepending upon the median income. This rigid ceiling in effect until 

9285 would be fixed at 25,000 zlotys monthly. At this time it does in 
fact correspond to twice the average salary, but will this hold true in 


1985? 





If this complex lan for reducing the rate of price increases to an average 
of 11 to 13 percent annually during the years 1983-1985 is successful, 

as predicted by the Sejm resolution, then the cost of living will increase 
by 37 to 44 percent in the next three years. At the same time, if the 
real value of the average salary in the socialized economy is maintained 
at the 1982 level, the assumption being that average real wages will rise 
gradually next year or at the very latest by 1985, by the mid-1980"s the 
average salary should be at least 15,229 to 16,007 zlotys, and 16,855 

to 17,713 zlotys in the industrial sector. 


Together with this level of median wages in 1985, I repeat that based upon 
the real value of comparable wages from 1982, the average monthly ceiling 
of 25,000 zlotys exempt from taxation, as proposed by the Ministry of 
Finance will not be comparable to that established in 1983. Here I see 
the danger of an adverse influenceon motivating work productivity. 


This is not, however, an argument against the establishment of the 
universal income leveling tax, or for its postponement for the unspecified 


future. This is only an observation that the specifics of the concept 
must be discussed further. 


i he ae 
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POLAND 


MINING=-PO%sER INDUSTRY MINISTRY RESPONDS TO PRESS CRITICISM 
Ministry Press Officer's Letter 


Warsaw ZYCLE GOSPODARCZE in Polish No 19, 8 May 83 p 5 


(ress letter by Mining-Power Industry Ministry spokesman, Janusz Wieczorek] 


(Yext) ZYCIE GOSPODARCZE No 16, of 17 May 1983, published a report froma 
session of the Sejm Commission for Mining, Power and Chemical Industries, 
entitled: "Two Points of View' {published in JPRS East Europe Report: 
Economic and Industrial Affairg/. I feel compelled to present the Mining- 
Power Industry's stand on this issue. 


Firstly--Mr Slawomir Lipinski unfortunately is not familiar with or does not 
understand the sense and specifics of the reform in mines and power plants. 
He writes: "The proposal to change the statute on state enterprises, funda- 
mental to the economic reform, by excluding from it enterprises of basic 
importance for the fuel and power economy, was also approved without any dis- 
cussion. Thus the exclusion of the mining-power industry from the reform 
gains legal localization (legalization?--ZG). What economic effects abandon- 
ing the reform by key economic subsectors will bring, the future will show, 
but it is easy to see that these results will not be positive.” 


| am sorry to say Mr Lipinski forgot to inform the readers of ZYCIE 
GOSPODARCZE that the day before the commission's session, the Subcommission 
for Mining and Geology deliberated jointly with the Sibcommission for Power 
Engineering and Nuclear Energy and during this debate which lasted many hours, 
the project of a pian for the years 1983-85, as well as proposals for 

changes and amendments to the project of the Sejr statute on enterprises, 
particularly important for the fuel and power economy, were discussed in 
detail. The presented conception results directly from the addendum No 6 to 
statute No 21 of the Council of Ministers, regarding the NPSG project for 

the years 1983-85. 


rhe ministry is not “abandoning the economic reform,” as the article's author 
suggests. On the contrary, it implements it consistently, retaining, however, 
the specifics of the tunctioning of mines and power plants. In the report 
"On the Implementation and Effects of Economic Reform in 1982," prepared by 


the government plenipotent iary for the principles of economic reform in areas 


- 
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characterized by technical-economic specifics, ought to continue. It is 
particularly recommended that the conception and projects of legal regula- 
tions, adapting the systems-t ype solutions to organizational-technical 
specifics of the coal mining-power industry, be prepared" (point 35, page 
low). 


The implementation of the reform did not start by breaking up organizational 
structures and coproduction ties, but by introducing new economic-f inancial 
mechanisms. Our assumption is that the reform is not an end in itself, 

but only a means. Results in production and stabilization testify that ve 
have chosen the right direction. As it is cammonly known, production stabili- 
zation is very high, despite the tamiliar difficulties which have not spared 
he mining-power industry. 


One can only wonder why Mr Lipinski, when discussing such a complex problem 

in a professional publication, did not take the trouble to tamiliarize him- 
selt with the basic assumptions of the reform in the mining-power industry. 

fhe author's treatment of the topic itself is misleading and does disservice 
to the very idea and goals of the reform, by also showing in a biased light 

the work of the Sejm commission and of the mining-power industry. 


Secondly--the author tendentiously and untruthfully reported the commission's 
session and the statement by che mining-power industry minister, Gen Div 
Czeslaw Piotrowski. The auchor concluded incorrectly that the ministry's 
conception concerning cooperation between the ministry of agriculture and 

the food economy, and the ministry of construction, in outlays for investments 
connected with supplies of electric power, heat and gas to apartments and 

farm houses, will cause an increase in prices of housing and food. For i¢t 
must be understood that the assumed development of housing construction and 
the tood economy tor 1983-85 will cause a high increase of demand for electric 
power, heat and gas. The mining-power industry ministry will not have the 
appropriate investment funds at its disposal in that period. 


In this situation it is obvious that joining in the implementation of the 
fuel-power program lies in the construction industry and agriculture's ow 
interests. 


Ihis approach is dictated by concern that the goals for the years 1983-85 
in the above fields be accumplished. Thus the thesis about the increase 

of housing and food prices--as the author suggests—has no connection with 
it whatsoever. 

Thirdly—the author writes: “According to Cen Piotrowski, the savings pro- 

wrams is not very realistic because ‘the so-called economic instruments, 

fashionable today, are but slogans,’ and there are no administrative ways of 
‘rcing enterprises to implement the savings program. With enforcement 

impossible, economic effects cannot be counted upon." 


he fact is that Minister Piotrowki did not speak at the Sejm commission's 
session about savings in general, but about savings with regard to fuels and 
power--which the articie ot course does not mention. 











the tundamental importance of fuels and power in the national economy cic- 
tates the necessity of introducing rigorais discipline in their management. 


in some countries richer than ours, tor example in the GDR, such principles are 
already functioning successfully. Qur industry's management of costly power, 
on tne other hand, leaves much to be desired. Nowhere else in the wrild 

does demand tor power have such tluctuations in a 24-hour period as in our 
country, reaching up to 20,000 MW at peak hours and about 10-12,000 Mk at 
night. This testifies to an exceptionally wasteful use of electric power, 
particularly by industry. 


Che work period of our industry basically does not exceed one shift, and in 
this situation to maintain the availability of equipment in industrial 
enterprises, metallurgy, chemical and other industries, absorbs much power. 


Thus the waste of fuels and power also results from, among other things, the 
necessity of maintaining power units in operation merely so as to meet the 
power needs in peak hours. A power unit cannot be shut off arbitrarily several 
times a day. Turning on and off a boiler with the power o! 200 MW unprocuc- 
tively absorbs additional tons of hard-to-get mazut and, whats more, costs 
about 250,000 zlotys. The point is, therefore, to introduce a limited and 
economic system of power consumption by the industry and allow for a more 
unitorm distribution of the demand by industrial users during a 24-hour 
period, which unfortunately in the current economic and price mechanisms 
cannot be achieved without an administrative order. 


Further on in his report the author simply falsified the sense of the 
statement and data cited by the minister of mining-power industry, Gen Div 
Czeslaw Piotrowski, by writing: "The minister admitted that in this regard 
[sav ings), the mining-power industry has still much to do. Suffice it to 
say that the latter consumes itself and uses up during transmission as much 
as 18 percent of the electric power it produces (and only recently this 
indicator amounted to 10-12 percent).” 

It is cammonly known that the mining and power industry worldwide is very 
power-intensive. The power industry in Poland uses for its own needs about 

? percent of electric power and transmission losses in the networks amount to 
about ll percent, thus about 18 percent in total. In recent years a decline 
of these losses is being noted. Thus it is untrue that the power industry 
ever used for its own needs including transmission 10-12 percent of power and 
this was not stated by Minister Piotrowski in his »~ronouncement before the 
Seim commission, as Mr Lipinski suggests. Considering the present level ot 
world technology, it is unrealistic. The lowest network losses increased by 
’wn needs amount now to about 15-16 percent in leading countries. 

he ministry's management is aware of the shortcomings with regard to materiai 
and equipment quality in its subordinated enterprises. [he possibilities o: 
economically managing reserves, given the scale of this economy subsector's 

s stential, are large but not frighteningly so, as Mr Lipinski described 
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evaluated. This was brought up by Deputy Gajda--something Mr Lipinski does 





t mention at all. will give here as an example the fact that in this 
ast tallewinter power peak period, the equipment failure rate in power plants 
wis reduced by 46 percent while at the same time fuel consumption was reduced 
¥ 3 grams per 1 kwh produced. This resulted in a total savings of 300,000 
tons ot hard coal and about 280,000 tons of brown coal. Recently created enter- 
rise savings programs will turther promote savings activities. 
“ow one can say that there are “Two Points of View," only their meanings 
must be reversed. he tirst one is a view through the eyes of the ministry 
res| sible tor supplying electric power, heat andiuvels. The second one-- 
through the eyes of Mr Lipinski, who into this very serious problem brought 
thing but talsiftications. Thus one must ask the question who and what is 
ervec by publishing such articles? 
Chor of that report, by talsifving the image of the mining-power 
try ministry's work at the same time incorrectly presents the course 
t e deputies’ deliberations. This puts into question the credibility 
tne weekly bearing the obliging name: ZYCIE GOSPODARCZE. 
[E GOSPODARCZE Counter-Reply 
fs OSPODA E in Polish No 19, 8 May 83 p 5 
fa of ast The nent ary) 
[Texg/ t irst arge tormulated by the Mining-Power Industry Ministry 
, Kesman concerns the implementation of the reform in that ministry. 
é rek’ iting of the government plenipotent iary's report was 
t , is a proot--on the one hand--of the conformity of the ministry's 
i . retorm'’s assumptions and the government policy in this 
t. m the ther, it is proot of the erroneous criticism made by the 
AR ( irnalist, who in the exclusion of the mining-power 
tr t the statute on state enterprises, saw proof of a divergence 
t eform. t » however, an unconvincing proot because separate 
t e regulat » which the plenipotentiary’s report mentions, have 
t wit t fe tatute on enterprises. 
’ é ie st tome the tec tnolo gical -economic spec il ics of mines and power 
ea i t t applying svstems-t ype lutions to them 
t ‘ ppiied, ese ditterent solutions have in tact 
ince the begi gy ol 82. It is also a fact that the coal 
t inue t receive gyet updpsidies. i 1982 these amounted to 
i t , that ‘ ercent of the total subsidies for the indus- 
tuati t that economic-t inanc ial @lutions adopted for the 
t re impertect a il irzent neec ¢ mOGILI them again i 
rent. lieve that i rder to escape new mistakes this issue, 
‘ ant r the whole e LlOMV. ight ¢t be discussed 
wbai t i st ft oT iacussion. we suggest that 
| ' | publicati resent ing the ministry’ 





the other hand, we do not beleive that excluding mines and power plants 
irom the statute on enterprises and thus trom the statute on workers’ self- 
management (this relation results directly from article 48 of the latter) 
is correct. Our stand follows the treatment of the reform as a process which 
greatly surpasses the very important but relatively narrow trames of the 
economic calculus. According to the Resolution of the PZPR 9th Congress, ‘the 
ma sic goal of the reform is to assure the high social effectiveness o! 
management (...) through socialization of planning (...) and creating 
conditions t< independence and seli-management of enterprises operating on 
the principles of self-financing” (chapter V point 1). 


my 


Statutes on enterprises and self -management--documents whose character is 
political rather than systems-type, are the basic tools of the reform's 

goal detined above. The intention of the party and the legislators is 

that they should provide the main legal protection against a return to the 
autocratic and arbitrary wielding of power and thus against th recurrence of 
socioeconomic crises. In any case this is how the issue is presented in 
“Directions of Reform", and whence the criticigm by Mr S. Lipinski as well 
as by deputy members oi the Commission on Self Management, among others 

(see ZYCIE GOSPODARCZE No 17/1963). 


he second issue in the letter concerns investments. The needs of the fueil- 
power ecomomy are very large in this regard. There is much to be done 


particularly in the sphere of efficiency. The Plaming Commission's figures 
that the coal-intensiveness of the national income increased in 1982 


= 
nearly 17 percent, while energy-int« iveness by nearly 11 percent. 
Mining and power industries have a large share in this, and we will discuss 
tf in a maument. we understand of course the infrastructural character o! 
the tuel-power economy. Nevertheless the suggestion that tor this reason 


ill coal recipients ought to participate directly in mining and power 
investments (they alreacy participate indirectly, by way of subsidies via the 
udget) does not seem justified to us on either economic or gcial grounds. 

r can we expect that coal mining should cotinance investments in food 
' iners are consumers of this product’? No modern 
economy functions on the principles of such advanced disintegration of its 
ranches: How can a soclalist economy function in this way? The problem how- 
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mis its emergency aspect. As is known, the Sejm, when accepting 
the NPS. variant, sw .ich consists of protecting consumption, established a 
ertain tixed structure of investment outlays: 30 percent for housing 
truction, 3U percent for the food economy, 14 percent for the fuel-power 


sase, and 26 percent for other purposes. Sinviing ut such considerable 
snds tor the mining-power industry needs in this variant of the plan has it 


= ? 
‘ Ao i i Cc i4ai tah ic ance, 
this .zigat, the Mining -power ingustry inistry’s suggestion that the 
a ‘ THN | 4 WUBI ‘ nstTu tion mawt as a part Oi their investment neco s 
n © Masi ; participat: in developing the tuel-power base is equivaient t 
1 cemanc ¢t "ange the structufre ; investment outiavs established bv the 
se . wane Ww OU t strengthen the protection of consumption, but 


WousaG threaten * "Ake it weam. 
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shauid possible contributions trom the agricultural and the tood production 
it try, and the building and construction materials industry be f inanced 
he production of tood and housing is either directly or indir- 
ectly (through low-interest or partlwv annulled loans) to a large degree 


tinanced by the state. [If these areas are to manage additional funds for 


investing in the tuel-power base, they must get these funds from somewhere-- 
either rom nigner idies, or trom price increases--uniess thev are to 
if ineir development. ut let us say it openly that the goal tf reaching 


’ » | . YY ° . : ” . * " . / . “7 
jependence in the area of tood production is postponed to a very far 


sture--s tar that this goal becomes a slogan rather than a directive for 


‘ irse of the latest Sejm plenary session, the chairman of the Planning 
en ion, Deputy Premier Janusz Obodowski, stated very clearly that in a 
etched to the outmost, every new expense is possible only when an 


i © of at least the same amount is simultaneously assured. For anyone 


\ rstands t he untry s economic-tinancial situation, this statement 
; * + ® , , . 
t be surprising. Thus Mr S. Lipinski’s pointing to the second possi- 
1 7 nw 
{ ©€) wa ‘ rect » « ic ai speaking. 
®e third group of charges concerns efficiency. we agree with the mining- 


wr industry ministry that power consumption in Poland is irrational. 


is we disagree with the ministry's spokesman as to the methods of 
g thi tate ft things. [rrationaiity and even downright waste in 
AY usage, which Mr ». wmeczorexK is writing so much adout, came into 
ist ve j t tn eri t orders-type, administrative management t indus- 
: reciseiy thi rder s-t ype svstem is one f the basic causes of tix 
ent situation, .t mav de that urrent economi incentives, appl ied 


rior ¢ inv production results, are too weak. If so, we think thev should 
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‘ mmission session by Minister Czeslaw Piotrowski. By using the 
methodology one can figure that in 19/70, the transmission losses in 
ic-utility power system amounted to 12.3 percent of the primary power. 
egults from the above that the error in the ZYCIE GOSPODARCZE journalist's 
1.ations was slight. 
e ther hand it is difficult to agree with the ministry's spo Ke stmian 
"in recent years a decline in those losses has been noted.” The f igures 
ol a e show that rather than a decline, a considerable increase of 
mission losses in the public-utility power system has taken place. 
“.ute quantities these losses amounted to about 13.6 million tons 
tandard tuel in 1970 and as much as 28.6 million tons of standard fuel 
95... Power production increased in that period by 80.6 percent and 
‘ siculated according to the method used by the Institute--by 110.3 
ent. r ¢ e who like to count let us add that in transaction 
981 aton of standard fuel included in hard coal wis wort! 
t » and w in see the true proportion of those losses whose in- 
a was signale ir S. Lipinski and the savings about which Mr J. 
‘rn «Tt ite s 
\ ilwavs held i igh esteem the wrk of miners and power engineers. 
: cpress it manv times by writing about the hard work of px le 
e protessions and | isking that a) le slued as a resource wiic! 
i. erve man iture generat ions. uch an attitude toward work- 
ind the fruit of eir pheoor t exclude, however, a critical 
t the ception f development and functioning of these ector 
t r 4 Lai efrrtect ivene . 
wieczorek, in the ist sentence of s letter, cast a critical 
it ‘ re Lit CIE GOSPODARCZE. Because we believe that he 
' eX is neern a it the «ial etfectivenes ft our publication 
‘ . © treat } remark wit full #T jousne 5 ind wi nm t 
an i ta t im « mane iews in the lumns of ir periodical. 
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ROMANIA 


BANK CHAIRMAN SUGCESTS IMPROVEMENTS FOR AGRICULTURAL SECTOR 
Bucharest ROMANIA LIBERA in Romanian 4, 5 May 83 


[Interview with Ion Rusinaru, chairman of the Bank for Agriculture and Food In- 
dustry, by Lon Marcovici] 


[4 May 83, pp 1,5] 

[Text] The efficiency of any economic activity is mirrored in the results obtained 
by units, in their financial situation, which, as a rule, are reflected in their 
bank accounts. 


The Bank for Agriculture and Food Industry, as a specialized body of the state 

for financing and crediting production and investment projects in agriculture, the 

food industry, forestry and water management, by exercising its duties consistently 
applies the party leadership's instructions of applying in each unit the require- 


ments of the new economic-financial mechanism, of self-administratiam, self-management 
ind self-financing. A discussion with the chairman of the Bank for Agriculture and 
Food industry is designed to provide an analysis of the situations that vere 


described and discussed at length during the proceedings of the National Party Con- 
ference and at the enlarged plenary session of the National Council for Agriculture, 


oa 


Food Industry, Silviculture and Water Management. 


\Question) What financial support is the bank offering in 1983 and tewwill this sup- 
port be assigned to agricultural sectors? 


[Answer] As is known, agriculture is a basic economic branch, one of the three na- 
tional priorities -- raw materials, energy, agriculture -- under this five-year 


plan, priorities which are constant concerns for the party leadership, for Nicolae 


CLeausescu. 


fhe turther expansion of this branch is based on the documents of the 12th RCP Con- 
ress and of the National Party Conference, the directives of Nicolae Ceausescu, 
r the materialization of the new agricultural revolution and the firm implementa- 
tion of the new economic-financial mechanism, strengthening of worker self- 
niministration, self-management, self-financing and self-supply of the population. 


r the further expansion of the technical-material base of agriculture and food 
industry, 185 billion lei will be invested under this five-vear plan, which ac- 
uunts for more than the appropriations in the first four five-vear plans combined. 











—_ 


-he tunds tor development and the investments that will be achieved in agriculture 
in 1.98) are integral parts of the uniform national plan for the socioeconomic deve- 


lopment of the country and of the 1983 plan for development of agriculture and food 
industry. 


The Bank tor Agriculture and Food Industry, through the leverage of credit, clearing 
md the other banking operations, in 1983, also, assists the units in agriculture 
to complete the investment and production assignments and deliveries to the state 
fund of all the output contracted for. The advance credits will be granted on a 
phased-out basis, for the expenditures specified in the production plans and the in- 
come and expenditure budgets, in light of the vegetation condition of crops and the 
scatevement of the livestock productions. The technical-material base provided agri- 
uiture and the tood industry, the significant funds envisioned in the investment 
plan generate great responsibility for the managing personnel and financial execu- 
tives in agricultural units and in the bank. 


vestion, However, I must state that the “credit leverage” is not properly used 
mricultural units, the loans are not always and everywhere managed adequately 


ind sometimes are used tor “patchwork” and not for vigorous and beneficial economic 
imitiatives, 


Answer) True, it must be pointed out that the problem of credit, of financial as- 
sistance granted by the state is not yet regarded by some leading bodies of agri- 

situral units in light of economic-financial self-management. Often, attempts are 
mide to resolve organizational problems, problems of mismanagement, by using the 
pank credit. Let us remember that every credit translates into an extra expense for 
mits, by the interest which they pay. 


‘ractice has demonstrated that the units that firmly applied the new economic me- 
hanism increased their own funds year by year and resorted less to credits. Many 
units now have their own available funds for which the bank provide them sizable 


stion| Could you give us a few positive examples of agricultural units that 
ive cost-effectively and thriftily invested the credits provided by the bank? 


ere are many units financed by us that have amply expanded their tech- 
ind material base and, as a result of appropriate structuring of their activi- 
~ been obtaining great output every vear and are paying the credits back on 


icultural enterprises of lzvoru - Arges County, Falticeni-Suceava, 


> 
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1 and Sarinasuf-Tulcea, Mogosoaia-Ilfov Agricultural Sector, Bacau ISCIP, 
ttm agricultural production cooperatives of Pogoanele-Buzau, Dor Marunt, Calarasi 
rnicesti and Stoicanesti-Olt, Petresti-Dimbovita, G. Doja-lalomita, 

ercthita-Prahova, Dumbraveni-Suceava, Draganesti Vlasca-Teleorman, Dudesti-Ilfov 
\ cultural Sector and the intercooperative economic associations of Orastie, To- 
weti-lasi, “Lumina’-Constanta County, Martinesti-Vrancea, Salcia-Teleorman County, 

‘ more 
esti in many units, in terms of production or investments, the results are 





Answer, There still are managerial bodies of units that did not take firm action 
to complete the production assignments for maintaining the financial balance, in both 
the state and cooperative agricultural sectors. Examples include the state agricul- 
tural enterprises of Risnov-Brasov, Miercurea Ciuc, Agnita Sibiu County, Bozovici- 
Caras Severin, Catalina-Covasna, the agricultural production cooperatives of Cateasc- 
Arges, Ulmu-Braila, Murgesti-Buzau, Fundulea and Tamadau-Calarasi, Dorobantu-Constang, 
Glurgenit-lalomita, the intercooperative economic associations of Peciu Nou-Timis, 
Tortomanu-Constanta, Barcanesti-Prahova, Rupea-Brasov, Sohatu-Calarasi, and so on. 


(Question) It is known that there are now many eroded lands in agriculture. What 
investment tunds were assigned for improvement of soils, of eroded lands and how is 
this program furthered? 


tnewer, A uniform program was outlined in this area, which was approved by 
the higher leading body of the party. It specifies that this five-year plan will see 
the completion of drainage projects over 1,324,500 ha, including 184,000 with local 
forces, supplemental drainage work in existing systems on another 512,100 ha and 
closed drainage on 141,300 ha. These projects will be carried out specifically in 
the counties with excessive moisture in the Danube Plain -- Calarasi, Braila, Olt, 
Teleorman, Dolj and others, and also in the western plain -- in Bihor, Arad, and 


Timis. Hence, the necessary funds are provided for in the five-vear plan. Conse- 
juentliy, by the end of this five-year plan the areaunder drainage projects will 
ver about 3.6 million ha. 


Moreover, projects to combat soll erosion in the agricultural area will be completed 
wer 1,032,300 ha, including 375,000 ha involving the efforts of agricultural units, 
ind for this purpose the necessary funds were specified in the five-year plan. This 
irea adds to the existing systems, of 1.610 million ha, thus bringing it, by the end 


« five-year plan, to 2.640 million ha. The agricultural units, all villagers 
t anewer the call to actively participate in completing these projects so that 
t a bit of iand is wasted and all is productive. 
vestion what wwe the quantities of chemical fertilizer assigned to every hectare 
itriculture in 1982 and what are the protections for 19837 
iwe f im 1982, agriculture received 143 kg of active substance tor every hectare 


‘icant increases are anticipated in 1983. However, chemical fertilizers are 


, 


erently even in units within the same sector and this largely accounts for 


lifterences in production levels. 
r ‘ f obtaining high outputs with high efficiency the administration of 
‘ers must be based on soll testing analyses and the needs of each crop and 
t as it is being done in many units where agronomists apply them without basing 
‘ riterion of preduction optimalization and efficiency. 


vw livestock sector, it is known that the animal census early this 
if icated a ainu fer the head of cattle. What as been done to improve the 





perative agricultural units where there is less concern for upgrading the 

jualit tf livestock. For instance, in many agricultural production cooperatives 
ind state agricultural enterprises, Livestock still contains a large number of un- 
wound, sick and old animals with low production , that use forage on a non-cost- 
ettective basis -- a practice which was severely criticized by the party secretary 
general. Furthermore, not all the members of medical-sanitary staffs in both produc- 
tion units and veterinary-health centers always fulfill their service duties. How- 
ever, it has been found that the Council of State decrees of 28 March 1983 on con- 
tracting tor and procurement of animals, fowls and livestock products, and declara- 
tion of animals, removal and slaughtering of cattle and horses are strong stimula- 
ting tactors among animal breeders. I feel strongly that the results will not be 


; zr in showing. 


\ special problem involves foddering of milch cows. In this area, in many state and 
operative agricultural units the outputs were low because of poor concern of the 
mits’ managerial bodies for developing and fertilizing the lands for ensuring the 
ecessary seeds, specifically of alfalfa. There still is an erroneous position of 
neentrating cows in large units and stable foddering by excessive use of concen- 
ites, received on the basis of allocations. This has resulted in the unit manage- 
.ack of concern for growing their own bulk forage, for using all the sources 


mimad. ZF AZINE. 


regard ¢ ‘ther problems of assistance given to the various agriculture sectors, 
there is the second part of the interview. 


wetion| How do you assess the unfolding of the activity of agricultural 
minmai-raising investments in agricultural units? 


\newe t \ major line of action specified by party secretary general Nicolae Ceau- 
, on the implementation of the investment program involves better use of the 


fr the soctoeconomic development of this country, implicitly of agriculture. 


known that investment projects, throughout the course of execution, mobilize 
rials anc labor without in exchange providing any immediate 


‘ ect but rovidine it onl ifter the work was completed and the unit was 


ft wration. That is why the bank is not indifferent as to the way in which 
ition ire determined, the period involving the allocation of re- 
w are the ent and, specifically, what results will be obtained and 
. = time. i] mnection with these consicerations the bank, before the 
e on deve sine new nroduction facilities or expanding existing units, 
" imalyze the problem of facilities in operation, in terms of ful 
' . owmx imu iciency, of full use of production areas, of reserves 
' t t ee ia 
“ “ int t st in agriculture also the unds all ited tor ji est- 
rea er a large number of units without taking into mes i- 
‘ ect r actual mpletion of the construction-assembiv unit 
, ir completion. As result of this situation, current! 
° , r ‘ rots , . in etats and eapne falls operative . ri- 





in sll the investment activity must be directed toward completing the backlogged 
rotects, their commissioning and ensuring of conditions for reaching the planned 
rameters. We cannot understand the attitude of some county agricultural bodies 
that, even though they have uncompleted investment projects and the existing ones 


> 
ire not used at full capacity, are making requests for commencing other new projects. 


In 1983, the attention of banking organs will be focused on concentrating material, 
financial and labor assets on completing the projects that did not go into operation 
mn schedule, on prompting the design and construction units to systemat‘-2zlly adopt 
new modern and cost-effective technical and structural approaches, inds<«trializa- 
tion and mechanization of construction works, better and better organization and 
provision with equipment of construction sites, provision of machires and installa- 
tions on schedule and in the sequence requested by assembly units, provision of the 


work force, and 80 on. 


- 
* 
” 


stment tunds planned in 1983 must be focused only on completion of investment 
roject minder construction and no agreement should be given for new work to units 
that : incompleted investment projects. 


metic is shown that in the units where work has been done properly the invest- 


ment pro ts put into operation provide a significant input into the units’ incomes 
umd Chae suring of self-tinancing and self-management, as achieved by the units in- 
ibove, that resort seldom to loans. 
wstion Regarding the private farms in the mountain and premountain areas, what 

Cine ink plan to do in order to spur the economic activity in these areas, an 

which we expect to be focused on animal raising? 

\nsewe ft \s vou know, the state supports the private farms in the mountain and pre- 
ireas, by a number of agrozootechnical projects, financed under the budget, 
eterinary assistance through specialists, provision of nursery material 
ted seeds, and machines for performance of farming operations and other 

tractors for animals and livestock products significant incentives 
ta i in terms of price, grain, and so forth. 
wert with private farms and cooperative members receive credits for procurement 
ind breedin inimals and also for fruit-tree planting, animal-husbandry 
, storage facilities, purchase of specific farming equipment, land in- 
rolects, and the Like. Moreover, the contractors for animal and plant 
receive advance unds needed for their activities and these funds are paid 
wiiver f roducts to the state fund, 
wever, rm ive turned into sellers of hav, a seilli: that is advan- 
it involves pt iteering, without raising their animals for :le anv more, 
wh use. For we, the “consumer cooperative’ provides... 
i . r the purpose of encouraging animal raising on private 
if t all t is take urgent steps to determine the use : 
we resources for animal raising, in order t itop the irrent 
’ a } + |aArmet nave iven Taisi ’ 24:18 1 have 











Moreover in important matter involves changing the current position of some manage- 

wnt bodies of agricultural cooperatives and state agricultural enterprises, of pur- 
hasing animals trom the population to supplement livestock, instead of the opposite 
ocess, to the effect of their providing the population with high-vielding breeding 
stock and animals and fowls for fattening in the available spaces on farms. On this 

matter, we consider that not enough has been done and that the press has not suffi- 
ientliy popularized this important cooperative economic activity. 


wstion, In your opinion, what improvements can be made on current provisions re- 
arding contractua! relations between units in agriculture? 


\nswer Sy and large I consider that provisions on current contractual relations 
t idequate and provide the proper tramework for the development of relation- 
isec on economic principles for implementation of the new economic-financial 
echaniem,. However, there are situations when the contractual obligations are not 
mt by the grower, in terms of not striving to obtain products of quality and on 
edule, or by the benefitting unit, where there are many cases, specifically for 
vegetab.e and truit, when pickups are not on schedule and at the levels under the 
itracts. "ractically, the recipient does not have any material liability. 


« contractors tor farm products, the major users of these products, are not yet 
ining action to provide the growers with quality seeds, with adequate technologies, 
imi do not monitor the process of obtaining the output on the grower’s farn. 
r Lieve that there is the need for the greater involvement of farm product con- 
ti mits in the process of agricultural production, with direct responsibili- 
» in line with the directives of the party ieadership, of Nicolae Ceau- 
i, at the work session on agricultural matters in Brasov, in January 1981, the 
x of s also must be more involved in the activity of agricultural units, wust 
ervise the efficiency of each leu invested in production by the units, so that 
mit mav seit-finance most of the year, with the input of credit in financing 


ecreasing correspondingly. Practically, each unit should receive cre- 
» Months a year and tinance its production from the incomes that it planned 
i monthly basis. it is necessary to uperade the contractual relations 


wee mbined todder tactories and agricultural units for raising and fattening 
“ais, Decause deliveries are made on the basis of allocations and there is no 
tion as te the responsibilities of the combined fodder supplier units for 
it invoiaved. ihis Spacts on the management of the producer units. 
eOUu ermit re meibiiit and reflection in the budget of each contracting 
© Tesuit : their wore ange interest. 
t f iew, what timulatine provisions would help the implementation 
; ra 
” ” ft it «? *'\? + Se } Ti t ra “T f . } t “ 
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. & very stimulating factor involved the participation of all the 


rative members in the system of supplemental remuneration in the forn . protic 


ari 4 wi 


~- , >> 


thin the tramework of the plan and over and above the plan. 


we estimate that under current laws the management bodies of units can encourage 


‘ operative members for increasing the units’ incomes, by taking into the 
izricultural circuit all the lands located in barely accessible and nonmechanizable 
ireas, that would be predominantly assigned to cooperative farmers that conclude 

tracts tor animals, tor periods of 2-3 vears, from which, as prescribed by lav, 

‘ roduction obtained on these areas should be assigned to them for animal 
Assignment tor a longer period of time will permit completion of soil in- 
t ects, use of natural tertilizers to increase the fertility of the 
“ er, we believe that the Ministry of Agriculture and Food Industry and 
i. t silviculture ought to issue provisions on the return to agriculture 
woods and maintenance of young plantations where it is possible to grow 
ind todder, areas that should be assigned with priorit to cooperative 
‘ o eliver animals and livestock oroducts to the state fund. 
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1983 FUNDING OF UNDEVELOPED AREAS 
Belgrade SLUZBENI LIST SFRJ in Serbo-Croation No 13, 25 Mar 83 pp 304-306 


im the basis of Article 19, Paragraph 1, Subsection (3) of the Law on 

1 Fund for Provision of Credit for More Rapid Development of the 

illy Underdeveloped Republics and Autonomous Provinces ("Sluzbeni list 
No. 33/76 and 72/81), Article 10, and in connection with Article 17a of 

thie iw on Permanent Resources of the Federal Fund for Provision of Credit for 

Mor ipid Development of the Eccnomically Underdeveloped Republics and Auto- 
‘rovinces from 1981] to 19°85 ("Sluzbeni list SFRJ," No. 74/80, 42/82, 
82), at it sixth session on 28 February 1983 the Assembly of the Feder- 

r Provision of Credit for More Rapid Development of the Economically 

sped Republics and Autonomous Provinces adopted the following. 


t n 1 of the Decision or Establishment of the Annual and Monthly Ad- 
‘ermanent Resou: > of the Federal Fund for Provision of Credit for 
id Development of th. Economically Underdeveloped Republics and Auto- 
} 'e ‘ . . . - A) . , io . . ‘ 
i tor 1982 ("Sluzbeni list SFRJ." No. 31/82) is hereby amended 
l -~ 
wing are hereby set as the annual advance amounts of the permanent 
t ] t t Fy le ¢ i] Fund tor Pr vision 7 Credit tor More ~ ipid de vel Ip- 
mical Underdeveloped Republics and Autonomous Provinces: 
r Auto- Annual Advance of Permanent Resources of Fund Total 
rdin to Article . According t Article 
iw n Permanent Re- lia t Law on Perma- 


i ; i ce 
urces Federal! nent Resource f Fe- 








Bosnia and Hercegovina 5,578.3 91.4 5,669.7 
Montenegro 957.5 15.7 973.2 
Croatia 11,847.6 194.2 12.041.8 
Macedonia 2,347.9 38.5 2,386.4 
Slovenia 6,936.5 113.7 7,050.2 
Serbia. exclusive of 11,289.4 185.1 11,474.5 
territory of socialist 

iutonomous provinces 

Kosova 926.4 15.2 941.6 
Vojvodina 4,423.1 72.5 4,495.6 
Total 44, 306.7 726.3 45.033.0 


’. This decision will enter into effect on the eighth day following the date 
its publication in the "Sluzbeni list SFRJ." 


-? 


Belgrade. 28 February 1983 


Assembly of the Federal Fund for Provision of Credit for More Rapid Development 
the Economically Underdeveloped Republics and Autonomous Provinces 


(signed:) Klime Corbe (signed:) Mustafa Pliakic 
Fund Director Chairman 


resources of the interest-free loan of the Federal Fund for Provision 


‘redit tor More Rapid Development of the Economically Underdeveloped Repub- 
ind Autonomous Provinces (hereinafter referred to as "the fund") which are 
ured by the republics and autonomous provinces pursuant to the first para- 
graph ot Article 2 of the Law on Postponement of Payment of Annual Installments 





Credit Granted to Associated Labor Organizations in the territory of the So- 
ialist Autonomous Province of Kosovo out of the Resources of the Federal Fund 
for Provision of Credit for More Rapid Development of the Economically Under- 


developed Republics and Autonomous Provinces (hereinafter referred to as "the 
Law’) for 1983 are hereby determined as being in the amount of 2,352,793,000 
iinar 
esources as specified in the tirst Section of this Decision will be 
t i SNOwT)] se low: 
r Autonomous Province Dinars 
i ind Hercezovina 293,628,566 


41,644,436 
dee 642,312,489 
wcedonia 135,756,156 
enia 412,209, 334 


es $38,789,597 
44,232,509 


‘ne 244,219,913 





tai: 2,352,793,000 





ps 


, e% Dp nt ‘ } 1 1 tos q , 
? lant ‘ irst raragrapn Or Articie i or the Law tne resour pe- 


[ I t IS VecISI1lOn Wlil Decome dus ror a ] cat } Mi- 
: ms De 
; Pursuant to the tourth Paragraph of Article 2 of the Law, if a republic or 
c r is province tails to secure an interest-free Fund loan bv the date t 
turit f the coupons, payment of coupon No. 1 of the obligations of the Fed- 
i! Fund tor the i979 loan to holders of the obligations in the territory of 


} . ’ 7% 7% + ~o " 3 HRlin 
republic or autonomous province will be postponed until the republic or 
7 


wutor is province has sécured the amount of the interest-free loan establish- 


1 } this Decision, up to the end of the annual installment period, at the end 


Tr 
ry? 


i Yecision Wiii enter into ettect on the day tollowing the date oft 


belerade, 258 February 1983 -- Assembly of the Federal Fund for Provision of 
' tor More Rapid Development of the Economically Underdeveloped Republics 


. al 


nomous Provinces -- (signed:) Mustafa Pljakic, Chairman 


, ishment Annual Monthly Advances Permanent Resources Federal Fund Pro- 


redit More Rapid Development Economically Underdeveloped Republics Auto- 
¥ ‘ 433 
wing are determined as being the amounts of the annual and monthly 


‘ . ee : 2 +. . 7 Cc : ard S ase rr sAG 
the permanent resources f the Federal Fund for Provision of Credit 
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\ nous Provinces ereinafter reterred to as the Fund ): 


(in millions of dinars) 








ry : - * . zy ° 
t \ idvance Nesou ©sSs vasead 1 compulsor ioan (50 ) 
ermane nt ru id 4 * 4s us ‘ bh] 
~ a . mm | . > * . .* , , > .* 
Annuai VdL gation ~Ontnd ODil iL ion 
’ ime, . : : 11 \_<- 5 at a XE aAin? ————— 
3 4 
i , ¢ 7&  ® I 
° De er . ei 
" , , 
° , ~ , 
® . . —~° & 
; 2 7 . ) ’ ry 4 
. a a > Pe 4 ° 
7 Ma ~*~ ] a5 
. ° . . - . ‘ _ 
} - 4 ‘>> ).9 ; >. 4 
a = ~ 
; - ’ - , 4 rj 
. . . . . os é& 
‘ ’ 1S 4 
* . 
4 4 
‘ . . 
7 a - - = 
* . . 





’ursuant to Arti le 1 of the Law on the Permanent Resources of the Federal 
i t of the Economically 


; - wici ‘ lie € More | , 
runc tor rrovision orf credci Tor “MOTre Nap 
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-” 
r : 
. 7 . ss . . _ ~ . } nD . = 
iderdeveloped Republics and Autonomous Provinces [ro 1981 to 1983 (herein 
, . . a 4 ", > | 7"*) are resources => jFigd in S$ er inn ’ ~* ° is 
i r reterred to as the Law /, the resources specitied Sect ls A i } 
’ : esa 1 1 .. + ow 4 > + 17 es . 
ere An’ > Wiida © LOoOrTMec aS idoliows. 
Ser ¢ nm } j t so] f > ry line of lab na > ' > f 

\i/s Dercent ii Lilie 9asis Ol Sei [-Manazed e OLlINe ‘ sador;r ind Te sour i ae ' 
iated labor organizations on income principles and on the basis of common 
‘ Le re - 


(2) ercent on the basis of a compulsory loan paid by associated labor or- 
ganizations which engage in economic activities (hereinafter referred to as 
issociated labor organizations”). The portion of resources based on self-man- 
iged pooling of labor and resources may, with the concurrence of the individual 
repub 1 i ind autonomous provinces, be increased above the level of the percent- 
we Sspecitied, the portion based on the compulsory loan being decreased by the 
rre nding amount. Pursuant to Article 5 of the Law, if in the course of a 
fear self-management agreements are not concluded on pooling labor and resourc- 
in t mount of the obligations specified in Subsection (1) of Section 2 
this Decision, the republic or autonomous province will have the obligation 
remitting the difference to the Fund in the form of a compulsory loan by the 


+ republic or autonomous province fails to discharge this obligation within 
period of 30 days from the day on which the obligation falls due, the Social 

\ inting Service will, at the direction of the Federal Secretary for Finance, 
transter the amount to the Fund from the budgetary resources of the particular 


4 iutonomous province 


based on a compulsory loan, pursuant to Article / of the Law, 
" : , < . : _* 4 ] hy a , ¥ * (+ > ; * ; vs l , > Y «, dv an] > -~ °, . 
— 4 _* s . is > " ‘Lt \s > i Pt ‘ Tt anil; itTions in . }Uda ™ ntniy a 7 in cC> ’ » it 
twenty-fifth day ot each month tor the preceding month. 
T+ ° ~ - x ‘worn ’ * rcryee . + , % ! } ; . _ 
i c itn iadGvances permanent resources of the rund Dased On a m 


rv ! 1 in the irse of a year in the territory of a republic or autono- 


iil to attain the amount specified in Subsection (2) of Section 
ision, pursuant to the third paragraph of Article 10 of the Law, 
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Protessor Bajt Upbeat 


Selgrace NEDELJINE INFORMATIVNE NOVINE in Serbo-Croatian No 1690, 22 May 83 


erview with Aleksander Bait, Fconomics Institute of the School of Law of 
ana University, by Jug Grizelj: "Do We Know What We Want"; date and 


‘ nomics Institute of the School of Law (EIPF) at jublijiana Uni- 


} 


‘ , a , = 
KNOWN a Bait’s institute’ has every month since 1971! been pre- 


ir ina es of ¢ mic developments in Yugoslavia on the basis of its own 
. ‘ ‘ * : , ~ ’ * - A) 
irch. rhe lient: the Federal Executive Council. fanner of use: for 


. ° ; > * _ 7 re 1 es 7 : ** 
te , ise it less and less). It is rightlv felt that this is the only 


citution in Yugoslavia which is paid to sharply criticize the government 


.% ’ 4 ' ‘ t. ‘ , , A) . + 
es. Lif } ait’s institute is paid, then, Tor its outspoxKen- 
w- 1 ' . ror j ; . A . ' 
‘ le for that reason refer to the EIPF and Bait as a coctorius 
°- oe 4 ’ a > a ‘ nr >» 4 vr QD 4§¢'’c verv b + ir j " t > 4 ant 3 cecc- 
" as s s >. : > Sit s es | pajt ‘ vt ’ Ssnary anGd in 4 it meek S e ‘ 
‘ the e situation in Yugoslavia have evoxed the anger of more 
. mien — } 7 ’ , . ‘ ee } ? ' 
ur rime inisters ver the last 13 vears. evertneiess, the 
. » , nes - vs ' » 4A ~~ Th. 9 es ‘ | inc hW ver 
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‘ JAS r » t ali por r exsancer 17, uni- 
r rT. : Ls tCimism at 2a time wien rTravorapdie i ess- 
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ime. In our case the decision on the price freeze was not sufficiently sup- 
ported by other economic policy measures that would have brought demand (con- 
sumption) into line with the production and supplv of goods. It is understand- 
able, then, that it could not yield the desired effects. The rise of prices 
in the period the decision has been in effect has been markedly high. Pro- 
ducer prices this April, compared to last July, that is, during the time 
the "freeze," are up 16 percent, and retail prices 23 percent, the cost 
living 25 percent, including a 28-percent rise of food costs. This is a 
; rise of prices under those conditions. I cannot agree with Professor 
Bajt that the price rises so far this year can be regarded as a success of 
economic policy. It would be better not to deceive ourselves. 


fo be sure, about 50 percent of that price increase is the result of conscious 
decisions to compensate certain branches for import costs based on the one- 

ime devaluation of the dinar in October, and then in order to correct certain 
disparities in primary distribution (fuel and power industry, rail transporta- 
tion, agriculture, ferrous metallurgy, etc.). About 50 percent of the price 
rises are “illegal"--unlawful. 


However, I do not view inflation solely from that standpoint. Under the con- 
ditions of the stagnation of production, when the entire growth of income is 
formed from prices rather than from a real growth of the social product, and 
when those prices are administratively distributed at the federal level, then 
inflation under our complicated relations in the Federation as a multinational 
community becomes a sensitive political issue. I have become thoroughly con- 
vinced of this in the short time of my work specifically devoted to these 
problems. We must fight for more stable prices, more stable and economically 
justified relations in primary distribution, and the stable dinar as the sole 
measure of value in relations among commodity producers. Otherwise our system 
cannot function successfully. As soon as we carry out a distribution of in- 
come, by branches and regions, through frozen prices and by raising them by 
virtue of decisions at the federal level, we are creating potential conditions 
for a complication of relations in the Federation and in associated labor. It 
is through that prism that I evaluate inflation and the problems of the con- 
stant depreciation of the dinar. When the rate of inflation is high, there 
can be no question of the motivation for pooling, nor can the provisions of 
the Law on Associated Labor concerning joint revenues and income be imple- 
mented. 


The Easiest Way Out--Higher Prices 
‘Ouestion}] You take a negative view, then, of that decision to freeze prices? 


‘Answer}] Not altogether. Had it not been for that decision, the rate of in- 
flation in this period would probably have been higher. But we must be aware 
that all prices cannot be held under control. For example, in the farmers' 
market there can be no effective form of social price control, nor can there 
be in a number of industrial branches such as, say, the textile industry or 
the footwear industry, furniture, clothing accessories and the like. There 
ire countless legal ways of getting around it. For instance, industry has 
been resourceful in using what are referred to as new products: if the price 








of ome article has been frozen, insignificant changes are mace in it, and it 
is launched on the market as a new product, wit, of course, a new and higher 
price. In the textile industry, for example, in the pericc since prices were 
frozen, ters of thousands of new products have been announced. Or. in the 
metai manufacturing industry, whose prices rose 14.7 percent in the period the 
decision has been in effect, the increase in the industry of leather footwear 
and clothing accessories has been 19.5 percent, the increase for finished tex- 
tile products 11.1 percenc, the increase for leather and fur 22.6 percent, and 
so on. In al those industries prices could not be increased under the deci- 
sion, since they were formally frozen, and almost all of these price rises 
have been justified by so-called new products or special sales conditions. To 
control all that we would need an army of new civil servants. 


[Question] Does this mean that only the prices of raw materials and certain 
basic products can be effectively controlled? Hasn't the basic aim of the 
treeze been missed thereby? 


Answer] The truth, to be sure, is that in the time the decision on general 
price controls has been in effect certain previous disparities were corrected, 
for example, in ferrous metaliurgy, the fuel and power industry, and transpor- 
tation; but if we take all the price rises in that period and if we analyze 
them in a bit more detail, we can easily conclude that the gap in prices be- 
tween the primary production sector and the manufacturing industry has widened 
with respect <o certain products and industries. 


Muestion! The period of the price freeze is after all coming to an end. How 
will we emerge from it? Will the free setting of prices initiate a new wave 
of inflation? 


Answer] I am deeply convinced that we must abandon this kind of strict price 
control regime as soon as possible, since in essence it does not yield results. 
We might rather say that it deepens the disturbances and disproportions that 
exist in the economy. 


uur economy, however, is today cruelly confronted with certain problems which 
people have been pointing to tor years, but which have not been sufficiently 
reacted to either in associated labor or in the measures of economic policy. 

| am thinking above all of high costs, not only in production, but also in so- 
cial overhead, in what we refer to as general [government] and community [so- 
cial service] expenditure. This kind of economy wi*h this kind of productiv- 
itv is unable to finance from its own surplus labor the high level of that ex- 
cenditure, is unable to cover this scale of investment and cannot furnish the 
resources for the very high costs in associated labor which are not production 
costs. The administration is huge in our enterprises. Up to now we have been 
covering this by borrowing abroad and through the savings of individuals 
within the country. 


In the difficult situation in which we have found ourselves it could happen 
that the economy, under the pressure of all these troubles, seeks what for the 
moment is the easiest way out, which is to raise prices. The very idea that 
ill those difficulties can be dealt with by raising prices is unrealistic. No 











ne can improve his position in the long run through prices, without adopting 
am orientation toward more productive work and saving. 

uestion] For years people have indicated, spoken about and pointed their 
inger at excessive spending. Can all that have been in vain? 

Answer Tell me, please, how much spending and emplovmert have been reduced 
in the nomeconomic sphere? Indeed, has there been any reduction? In the 


banks, t 


ne SIZ's [self-managing community of interest], the government admin- 


istrition, and so on, the number of officeworkers has not been dropping either. 


im the ‘itrary, it has been increasing. How much reduction has there been of 
expenditures for certain nonproduction purposes which societv could do without? 
ust look at how much time is spent in various meetings attended by hundreds 


? “ ef -« 
: ~BRaiva 


cipants. 


the tirst quarter of this vear expenditures for government and social 


ervices have been increasing: to be sure, somewhat slower than previously, 
but much faster in view of the fact that production is staving at the same 
t ve! ° 
e Risk of Uncontrolled Inflation 
uest sum up: we spend unwisely, we invest mistakenly, we have large 
sses, the dinar is weak and its value is dropping steadily.... In view of 
ill that what should we expect from the decision on freer setting of prices? 
\nswer The situation is indeed difficult. We have seen what kind of re- 
sults the freeze has brought so far. Prices rise even under those conditions. 
be sure, there is a danger of a larger price increase when the decision ex- 


es. In the present situation prices are rising, and production is dropping. 
is is the worst situation, one which does not open up any prospects whatso- 
for resolving our problems. We must do evervthing to invigorate produc- 
tion even at the cost of a somewhat larger rise of prices. To be sure, we 
dare not expose ourselves to the risk of uncontrolled inflation, which would 
lt in depreciation of the dinar, but we must also avoid the still greater 
isk of the fateful consequences of a drop of production. I do not agree with 
‘rofessor Bajt that « production is at the upper limit of capability. I 
think that we have conditions for considerably increasing production if we 
make a larger turn toward comestic raw materials and energy, agriculture, de- 
velopment of small business, etc. In my opinion, our production is at the 
limit of our real human and physical potential. If we should support 
invigoration of certain forms of that potential with prices as well, and 
if we should choose between the two evils, then I favor a somewhat higher rate 
f inflation accompanied bv a growth of production more than I favor inflation 
stagnation of production at the same time. 
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the decision. That 
intend to turn the emergence from the freeze into a complete 
prices. At this point there can be no question of that. 


ise we must be cautious in making our way out of 
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we intend to stay with all the forms of direct price control envisaged by the 
law. This means that products which have essential importance to the overall 
price level, the costs of reproduction and the costs of living will continue 
to be under strict price ceiling regimes, that is, certification (approval) of 
price lists. Price communities will carry out a milder form of price control 
by monitoring prices, along with the obligation of basic organizations of as- 
sociated labor to submit price lists in advance to the competent communities, 
which will evaluate them, and if they find that prices are being raised unjus- 
tifiably, they will take the measures envisaged by law. A 30-day period has 
deen proposed, and only after that can prices be raised if the competent price 
communities do not react in the meantime. 


Question) Will there be truly free prices, market prices? 


Answer) Yes, market prices will be formed for certain products which do not 
nave essential influence on the costs of reproduction and the standard of liv- 
ing. Such products include, say, gold jewelry, alcoholic beverages, and the 
like. Prices are formed freely for certain farm products which are not essen- 
tial to the standard of living and which are in short supply today, so that 
equilibrium might be established between supply and demand by means of market 
prices. 


There is a danger that when the decision on the freeze expires everyone will 
immediately begin to seek higher prices. We have spoken about how the economy 
is pressed by high costs, and this will certainly result in attempts to pass 
all this on to the price, as has happened previously. Yet we are counting on 
the economy to realize the situation in which we have found ourselves and are 
assuming that sensible behavior will prevail, based above all on self-interest. 
No one would correct his financial situation by a very rapid and general price 
rise, but rather all the effects of the price rise would be quickly destroyed 
by a wave of inflation. That is why we must count on sober and responsible 
behavior in the economy. 


Question] In the last issue of NIN Professor Aleksander Bajt spoke about the 
favorable aspects of the decision on the price rise and proposed that we do 
not give up that decision without careful thought. 


inswer|) Well, we are not actually renouncing price control, but I am con- 
vinced that if such a decision setting feelings on all prices were to be re- 
tained, it would in future have counterproductive e“fects. Extending the va- 
lidity of the decision on the freeze would not prevent nev rice rises if 
nothing ts done in other sectors of economic policy, which Yrofessor Bajt in- 
deed spoke about, and that means above all that we stop spending more than we 
ire creating, and that in all forms of expenditure. 


Countless Rates of Exchange 


we must also influence prices with other measures of economic policy. 


Let us look, for example, at the rate of exchange of the dinar. In this situ- 
ation, in the practical implementation of the policy of the realistic rate of 














exchange, we must make it possible for a stable rate of exchange of the dinar 
to be maintained for that production for which there is no substitute in the 
country (petroleum, gas, means of production for making fertilizer, cotton, 
steel), which amounts to half of imports of production supplies, since the inm- 
port cosets for those products are directly passed on to the prices under con- 
ditions of low accumulation in the economy. The variable rate of exchange con- 
stantly increases import costs, especially if importing is done on credit, and 
after a time large differences in rate of exchange are paid. This kind of ex- 
change rate policy is obviously a direct source of domestic inflation. I 
think that with respect to those imported products we must defend the rate of 
exchange with those means which are incidentally used by other countries with 
a market economy, or hold the rate of exchange stable for those products, or 
subsidize those imports. Kardelj referred to this as “crutches” in exchange 
rate policy. 


[Question] That would be some kind of double rate of exchange. 


Answer!) 1 would not say so. Even today we have countless rates of exchange, 
and we must constantly adjust them. A more stable rate for certain vital prod- 
ucts whose export is inelastic and for which the volume of imports does not de- 
pend on the price and level of the import rate of exchange of the dinar would 
make it possible to stabilize domestic prices. What do we have today? 

Through the daily depreciation we are making imports more expensive even for 
those goods without which the process of reproduction cannot be imagined, 

since there is no substitute for them in the country. We are thereby increas- 
ing production costs. That makes our exports uncompetitive, and again we 

carry out a devaluacion in order to stimulate exports, and this is one of the 
important generators of inflation. 


Two months ago, for example, we raised the prices of petroleum. At that time 
we calculated that the refineries would again show a loss when the rate of ex- 
change of the dollar reached 84-85 dinars. Now we are already close to that 
rate of exchange, and petroleum will have to go up once again. If we want to 
hold the price of petroleum, we must stabilize the rate of exchange for the 
importation of petroleum. There is no other way. I agree that refining costs 
are high because refinery capacities were built unwisely. 


[Question] And a rise in the price of gasoline. 
‘Anewer) I am not eure that that is the right way. 
(Question) Professor Bait thinks that it is. 


‘Anewer] I think that it isn’t. Our gasoline consumption is at the lower 
limit, we are no longer able to greatly reduce general consumption, and we are 
at the lower limit in transportation, agriculture, and so on. We can no 
longer reduce that consumption by raising prices without the risk of obstruct- 
ing the process of reproduction. I agree that consumption of residual fuel 
oil is excessive in the country, and if we reduced consumption of that fuel by 
2 million tons and replaced it with domestic coal, turning the petroleum into 
primary gasoline and motor fuel, we would have no need for either ration 
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coupons or other restrictions. Petrochemical plants using primary gasoline 
would operate at full capacity and we could augment the production of petro- 
chemicals by 15-20 percent. We would thereby eliminate many shortages of pro- 
duction supplies on the market. But our policy in this sector has obviously 
been unsuccessful. 


Decisionmaking on Someone Else's Resources 
[Question] In your opinion should interest rates also be lower? 


[Answer] We should not be talking about higher or lower rates of interest. 
Let us first look at the size of our economy's debt. Almost all large facili- 
ties, precisely because they are mainly new, have been built with credit. It 
is not possible to withstand those interest rates when they are applied to 
that much debt. We have to thoroughly reform the credit and monetary system, 
in which the basic thing would be to reduce credit relations and the economy's 
indebtedness. This is a complicated operation. Credit must be a supplemental 
source in the business assets of the economy, and a normal economic rate of 
interest should be paid on these funds. 


A portion of those credits were created from primary note issue, which we have 
all paid for through inflation, and I think that those resources should be 
passed on to the economy, along with all bank resources which do not come from 
directly identified depositors. Credit relations would be reduced in that way, 
the economy would have more resources of its own to dispose of, resources 

which in the final analysis it itself created. Only in this way would we al- 
ter behavior in the taking of credit. Today the economy is resistant to inter- 
est rates. If the taking of credit is the only way of obtaining resources, no 
one thinks of the price at which money is being borrowed, since borrowing is a 
necessity, and the interest rate no longer has its normal economic function of 
exerting pressure for optimum and sensible borrowing. 


This would be an entire reform in one sector if it had favorable effects on 
the development of self-management and on the workers’ taking control of so- 
cial reproduction. In self-management, that is, decisions cannot be made on 
someone else's resources. If we truly want to make a realistic interest rate 
an effective economic instrument, we have to make radical changes in credit 
and monetary policy and reduce the economy's dependence on the banks and on 
credit. If we go on in the old way and continue to pile up the problems, that 
boil will also come to a head one day in the form o* general illiquidity and 
the economy's inability to pay back loans which often it is taking now in or- 
der to pay interest. 


‘Question! To what extent are the communities for price affairs, one of which 
you head, truly self-managing institutions? How do they operate, what kind of 
decisions do they make? 


[Answer] The price communities were conceived as specific self-managing and 
governmental institutions which have powers in monitoring and controlling 
prices. The governing bodies of the communities have a mixed membership. The 
council of the federal community has 43 members, 25 of them from the economy, 











) members delegated by the Federal Executive Council, 8 by the executive coun- 
cils of the republics and provinces, each of which has 1 representative, and 
then there is one representative of the trade unions and ! of the Socialist 
Alliance. 


During the period of the price freeze the communities concerned themselves 
primarily with administrative measures. Group-ownership interests, repre- 
senting industries and regions, were man.fested here. The economy itself is 
organized on the sectoral principle, which in practice means that the possi- 
bility is not precluded of the sectoral approach in resolving sensitive issues 
such as price adjustments. The longer administrative price controls last, the 
more time it will take for the communities to organize themselves on the prin- 
ciples of self-management. 


The communities for price aftairs can function in the spirit of self-manage- 
ment only under the conditions of at least minimal functioning of the market. 
Appropriate changes are also needed in the Law on Prices, which ought to cre- 
ate more room for concluding self-management agreements on prices, but on the 
basis of market criteria. Instead of administrative concerns and haggling 
about prices, the price communities have to be more concerned with the prob- 
lems of the causes of inflation. Prices are nothing other than a picture of 
the situation in the economy. 


Mistaken Investment Projects 


(‘Question] The setting of prices on the market presupposes a growth of sup- 
ply, larger production. 


Answer] When it comes to increasing production there is no hesitat ion--we 
have to rely more on our own resources. But we must be realistic in this. 
Both in price policy, that is, in primary distribution, and also in other sec- 
tors, we have taken a niggardly attitude toward domestic raw materials, espe- 
cially toward domestic agriculture and domestic scientific potential and per- 
sonnel. 


‘Question] Do we have raw materials? Is it not true that some of the largest 
plants have failed precisely because we did not have enough raw materials or 
because their quality was poor? 


‘Answer! We should not confuse certain mistaken investment projects (for ex- 
imple, Obrovac) with our real capabilities. Let us look at some of the facts. 
For Yugoslavia's metal-manufacturing industry, which is fairly advanced and 
has a share of about 40 percent in our exports, one of the basic problems is 
steel and nonferrous metals. We import 3 million tons of metal either in the 
form of ore, semifinished products, or finished steel products or scrap iron. 
We are almost the largest net importer of steel in Europe. We have enough ore, 
but we have not been investing in the mines, while at the same time we spend 
very large funds to import iron ore and steel. Much the same is true in pro- 
duction of nonferrous metals. The ores of nonferrous metals, to be sure, are 
poor, but we do have them, even if they are poor in metal, and in any social 
account (employment of domestic workers and domestic machinebuilding in 
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building mining and metallurgical facilities, and so on), and especially from 
the star.dpoint of the balance of payments, domestic production of metal must 
be cheaper from the standpoint of society than imported steel, copper and alu- 
minum. 


To go on, we are importing, for example, almost 800,000 cubic meters of pulp- 
wood, while in our forests considerably more than that goes to waste. 


[Question] How do you explain that? No large investments are necessary to 
cut timber. 


[Answer] Large investments are necessary, but they are worth it. Those for- 
ests have to be reached, roads have to be built, but there are others who need 
them as well. Nowhere do forests grow on asphalt. How are we to explain that 
we as a developing country which has more than 800,000 unemployed cannot ex- 
ploit our own forests, but we have to import from the industrially advanced 
countries?! 


The Peasant Is a Strong Partner 


Further, we are a country which has all the conditions for large production of 
food, and yet we are among the importers of foodstuffs. As you know, the con- 
clusion was reached in the Commission of Federal Councils that we dare not 
treat agriculture any longer as a supply sector, that agriculture should be a 
production sector doing business on economic principles. Here our situation 
is specific. The private sector is strong. We have to finally understand 
that the peasant is an economic partner and to free ourselves of ideological 
and doctrinal bias in our view of rural affairs. The peasant is today a very 
strong partner who possesses 350,000 tractors, a large number of agricultural 
machines and 85 percent of the farmland, structures for raising livestock and 
production of meat, and so on. Even though there are fewer and fewer young 
people in rural areas, and the question is why, that kind of situation will 
persist for a long time. We have to honor those facts, we must realize that 
the peasant has his own economic logic, his own price policy; that means that 
we must free ourselves of the prescription of prices and other coercive mea- 
sures. The peasant should be treated and encouraged as a producer for the 
market, and the government must behave correctly, must facilitate his advance- 
ment, the rise of his standard of living, and so on. For all the stories 
about how the peasant has money, is living well, none of us who comes from 
rural areas is willing to guide his children back into farming. For example, 
we prescribe the producer's sales price which we also regard as the purchase 
price of corn at 10.30 dinars, and it is well known that this is not realistic 
under present conditions and that corn is sold on the market at 13 and 14 di- 
nars. Would it not be better to buy up the surpluses of corn at the price 
regulated by the market, and then export a portion of that corn, create re- 
serves and guarantee stability of the market with those reserves? We need to 
have as soon as possible a program for producing 15 million tons of corn, 
which is quite possible, and in a relatively short time export 5 million tons. 
With those funds we would make it possible to import more than 3 million tons 
of petroleum. Now, you calculate whether it is more profitable to society to 
undertake what is required for us to produce those 5 million tons of corn for 
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export and thereby pay for petroleum or for us to go into debt to obtain pro- 
duction supplies to produce for export and in that way earn the foreign ex- 
change to pay for imports of petroleum. 


Question] Yet aren't the prices of farm products in our country higher than 
on the world market? 


[Answer] In the case of farm products it is difficult and almost impossible 
to speak about a world price. Every country has its own farm policy and its 
own price policy in agriculture. For all countries, especially the advanced 
countries, this is the number one strategic issue. No one plays around with 
feeding the population as a condition of life. Let us recall how much Tito 
worried about that. Consequently, it is not possible here to make a simple 
comparison of the domestic price and the export-import price. If we compare 
at the present rate of exchange of the dinar our purchase prices of wheat and 
indeed even the market prices of corn, they are lower than import prices. The 
wheat which we purchase on credit will be still more expensive at the moment 
when we repay the credit. 


Importing farm products cannot be an alternative to domestic production. In 
our situation we dare not even think about importing food. This would mean 
that we are readier to pay for the subsidies granted abroad to agriculture 
than to use the same resources to stimulate our own farmers. We have to be 
thinking much more about the volume of farm products we are exporting, even 
with subsidies, rather than how much we are importing. 


‘Question] The community has made a projection of price rises in 1983. There 
were objections to that projection, some of them quite severe, both in your 
council and later in the press. It is objected that this amounts to distribu- 
tion of prices and income in an administrative way. What can you tell us 
about that? 


‘Answer!) Yes, that projection was made on the basis of the Agreement on Im- 
plementing Price Policy in 1983. The agreement was signed by the Federal Ex- 
ecutive Council and the executive councils of the republics and provinces, the 
federal and republic and provincial economic chambers, and the federal and re- 
public and provincial price communities. In view of the sensitivity of the 
problem, four studies done by scientific institutes were prepared as the basis 
for preparing the projection. Differing methodologies were used, but the ba- 
sic messages contained in those studies were identical. They were briefly as 
follows: relations in primary distribution have been disrupted, relations of 
domestic and export-import prices have been disrupted (for some products do- 
mestic prices are considerably higher, and for some considerably lower than 
export-import prices), prices of the same product differ widely on the domes- 
tic market, which is the result of regional monopolies, and so on). 


How Much Do Imports Cost 
On the basis of these studies a projection was made for analytical and docu- 


mentary purposes, as well as a source of information, and it was supposed to 
serve as a general framework for price policy. The resolution which we all 
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accepted envisaged as the main goals of price policy this vear that the rate 
of inflation would be lewer than last year and that the process would begin of 
changing and eliminating disparities in primary distribution. This can be 
achieved only by a deliberate and very selective price policy. The goals set 
forth in the resolution were the point of departure in that projection. The 
conditions are such that a certain rise of prices is inevitable in all 
branches and groupings. There is no branch that would be able to compensate 
all the cost pressures this year with its internal reserves. That is reaiity. 
That is why the projection assumes that in certain branches prices would rise 
about 11 percent, in certain manufacturing branches up to about 35 percent 
(ferrous metallurgy, the electric power industry, rail transportation). The 
cost principal was not applied here, since all would have to offset a portion 
of costs through higher efficiency, reduction of costs and saving. The mea- 
sures of economic policy outlined along with that document should guarantee 
improvement of the position of producers of raw materials, energy, food and 
rail transport. 


I know that this will encounter the resistance of the manufacturing segment of 
our industry, which is sizable, but it must realize that there is no longer 
any inexpensive steel, copper, aluminum, zinc, lead or energy. All of these 
products are today cheaper in the primary phases within the country than the 
import prices at we calculate how much those imports actually cost us as a so- 
cietv. Consequently, let our manufacturing industry turn inward upon itself, 
toward its own technical and technological development, its own designs, and 
let it rely less on technology obtained through licenses. 


704 ) 


CSO: 2800/323 END 

















END OF 
FICHE 
DATE FILMED 


20 aby B 








